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The problem of transferring university "technology*' 
to industry must.be addressed iii highly specific terms if 
satisfactory and conclusive results are to be ejfpected. It is the 
general purpose of this conference report to identify major obstacles 
and to explore successful means for reducing or eliminating them. The 
conference was planned with the following objectives in mind: (1) to 
promote an increased interest among university administrators in. the 
technology potential of their respective institutions; (2) to develop 
a more acute awareness of the need for more effective management of 
university technology resources; (3) to assemble university 
representatives with considerable experiences and expertise in the 
management of faculty discoveries and inventions to encourage them to 
.communicate with one another, and to a broad university -audience 
details relating to their policies, procedures, methpdology, etc. ; 
and (4) through an effective program format to maximize effective 
communication among all institutional representatives relating to 
pertinent problems now impeding the flow of "technology" into the 
market place.. (Author /KE) 
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PREFACE 

In the recent past so much has been said and written about "Technology 
Transfer" that ft thas become a catch phrase*. With respect to Universities, 
however, more attention seems to have been given to the broad overall con- 
cept than to Its fine structure. The problem of transferring university 
"technology" to Industry must be addressed in hiighly specif ic terms If safis- 
factory and conclusive results are to be expected. We must dep^brt from the 
large picture and begin to identify those particular barriers in the pipeline 
obstructing the flow of research accomplishments Into the stream of technology 
utl Ir^zatlon. ' * 

It was the- general purpuse of this conference to Identify some of these 
major obstacles and to explore successful means for reducing or eliminating 
them. 

More specifically, the conference was planned bearing in mind the follow- 
ing objectives: (I) To promote an Increased interest among university admin- 
istrators in the technology potential of^ their respective Institutions'; (2) To 
develop a more acute awareness of the need for more effective management of 
university technology resources; (3) to assemble university representatives 
with considerable experience and expertise in the management of faculty dis- 
coveries and inventions to encourage them to communicate with one another arid 
to a broad university audience detal Is relating to their policies, procedures, 
methodology, etc. (4) .Through an effective program format to maximize effec- 
tlve communication between all institutional representatives relating to 
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pertinent problems, now impeding the flow of 'technology'' Into the market 
place; (5) To comptle and publish a detailed report on the Information 
deriving from the meeting for the benefit of participating Institutions 
as well as others who may be Interested In the future. 

The first four objectives have been accomplished with apparent suc- 
cess during the conference. This publication wM I of course deal with the 
final objective. , ' • * 

Essentially all of the structured portion of the.j:onference was taped 
and the participants were asked to go over the tape transcripts to make 
any needed corrections or additions. Every effort has been made by all con- 
cerned to retain the informal flavor of the meeting. It is hoped that the 
proceedings wl I I reflect this atmosphere which seemed to promote free and 
open discussion among the conferees. 

V, Al len C, Moore 
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An Updated Statement from^ 
the Keynote Speaker 

ON THE HORIZON: A NEW GOVERNMENT PATENT 
POLICY FOR NON-NUCLEAR ENERGY RESEARCH 
AND DEVELOPMENT . 

Betsy Ancker-Johnson, * 
Assistant Secretary of Commerce 
for Scienqe and Technology 



In my remarks to the Technology Transfer conferees on October l5, 1974 I 
spoke e>ctemporaneous ly and candidly about the challenge confronting the unlver- 
sity community in the area of government patent policy. Now two months later^ 
I have been asked by the ^Conference Chairman whether J would care to submit some 
written remarks for ~H:nc I us ion in the Conference proceedings.^ 

For this opportunity I am most grateful. Rather than attempt to, recreate 
my previous remarks, which were intended to be conversational In character, ,,! 

" prefer to make use of th Is, opportun ity by updating that portion of my presenta- 
tion which dealt with the status of S. 1283, the Non-Nuclear Energy Research and 
Development Bill. This choice reflects my conviction that, for. better or for 
worse, S. 1283 will have both a profound and enduring irfSpaot on the Industrial 

" utilization of university-generated research advances. 

the text" of the patent provision in S. 1283, as reported out of the Senate- 
. House Conference Committee on December lltrt^J, remains ^unchanged from that which 
was negotiated between Senator Hart and the Administration. Inasmuch, as my office 
represented the Administration throughout these negotiations, I am aware not only 
of the strong points. of the present provision, but also, and perhaps more^ acutely, 
of its weaknesses.. 



^See Appendix B for biographical Information 
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To the extent that we had any bargaining power at all In our confrontation 
with Senator Hart, the entire credit must be given to Congressman Don Fuqua, a 
Florida Democrat and a nf>ember of the House Science and Astronautics Committee, 
^fvt was He who led the successful floor fight last September which resulted In 
the dejetlon of the patent policy section that had emerged from the House Inter- 
ior Insular Affairs Committee. . ♦ \ " 

Congressman Fuqua announced that he would l^ead yet another floor fight 
If the House Conferees brought back a package which did not accord with thpse 
principles which I, as spokesman for the scientific community and the Adminis- 
tration, had enunciated in my testimony before the Interior 'Committee. It was 
the fear of this second floor fight, potentially jeopardizing the whole of S. I2J 
which brought the Senate to the conference table. 



What, then, did we bring away from the table? 



We have, essentially, a t itie .pol icy. The major tenet pf this policy may 
be expressed as follows: 

THE GOVERNMENT WILL TAKE TITLE TO ANY PATENTABLE INVENTION 
WHICH IS CONCEIVED OR FIRST ACTUALLY REDUCED TO PRACTICE IN 
THE COURSE OF OR UNDER ANY ERDA R4D CONTRACT. 

So far as government-financed inventions are concerned, t^e Senate would 
have inserted 3 period at the end of this sentence. ^ 

I am confident that many of our universities hold patents or inventions 
which have never been "actually reduced to practice." Remember, the mere filing 



of a patent app 1 1 cat ion on the concept Ts not an "actual" but rather a "con- 

strucflve" reduction to practice. Patents which fa|l into this category can 

be lost to the government If the first actual reduction to practice occurs 

♦ 

under a contract between the patent owner and ERDA. There are two ways to 
protect your patent rights in this situation. You can refusls to enter into 
a contract with the government. , .or yo'u^^c^ ad^J^^ actual reduction 

to practice at your own^ expense outside the contract. The difficult/ which 
exists here Is no different from that which you face under J'MSA and AEC con- 
tracts today. . . 

Now I recognize tl\at the establishment of a title policy for ERDA constit- 
utes ^a dismal beginning. You will be happy to know, therefore, that there are 
exceptions to this policy. The principal exception may be stated as follows: 
THE ADMINISTRATOR MAY WAIVE TITLE TO ANY JNVENTiON, EITHER 
AT THE TJME OF CONTRACTING OR AFTERWARD, PROVIDED THAT CERTAIN 



CONSIDERATIONS ARE SATISFIED, AND PROV I DED-FURTHER-THAT THE 
GOVERNMENT RETAINS A LICENSE FOR ITS OWN USE, AS WELL AS CER- 
TAIN MARCH-IN RIGHTS. 

m 

The first step In getting a waiver Is to ask for It, either at the time of 
contracting or after the In'Ventlon is made. 

The next requirement Is that the Adml nlstriator sit down and reflect on 
a number of considerations which the Congress feels should be In the forefront 
of his mind whenever he makes a waiver decision. More on these considerations 
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fn a moment, 

* * If Is Important to note that there Is. no hearing connected with .a waiver 
determination, htor is there any provision for ihlrd party participation. And 
fTnal ly> there !s po court review of the Administrator's ijeterml nation • 

Now since It Is easy enough to ask for a waiver, the Important question 
Is whether It will bVgrahted. What exactly are these considerations on which 
the Administrator musV fix his eyft^ntlon? The number of considerations Involved 
Is 11 In the case of waivers rf^juestecJ at the flme of cpntr^ictlng, and JO for 
waivers requested after Iderif If Icatlon of the Invention. Bight of these consider 
atlons are the same In e^ach case^and"they"may be~paraphrased- as f ol-lows: 



. I. Goverjimeot^^^ to the field of technology 

\ 

2. Intendecjr use^f contract results 

3. Contractor's contribution to the cpntract, either of 
mofvey'or technology 

4. Contractor's contribution to the field of technology 
.5. Government's Intentions regarding further development 

6. Public health, safety, and welfare needs 

7. Effect on competlt]dn and market concentration 

8. Technology transfer capabl I tty of any unl vers Ity^-app I leant 

Focusing on consideration #5/. as a for Instance^ the government would not^ 
want to waive title to an. Inventlon\ which It Intended'to carry all the way 
through the development process and \l nfo. the marketplace - such as was done by 
Agriculture In.respecfto Instant mashed* fk^atoes. 



In addition to these eight basic considerations, there are three others 
which must be attended to when the wafver is*requested at the tliwe of contract- 
ing* 

L Is the contractor's participation necessary? 

2* Will the contractor's participation expedite attainment of 

program objectives? 
3* And, finally, will the contractor's commercial position 

expedite utilization of the R4D results? 

We have two different questions to ask If the waiver is requested after 
Identification of the Invention. " ' 

— -l> -F4rst,..do we need a waiver to call forth risk capital? 

2. And second, will the granting of a waiver ^real ly help speed 
this technology Into the marketplace? 

Let's suppose that, after applying the appropriate considerations, the 
government decides to retain title; what happens then? As a general proposi- 
tlon, the contractor responsib le .for the lnven;Hon will receive a non-exclusive 
license in the U.S. and full foreign rights in any country where the Administra 
tlon itself does not seek a patent* Additionally, the Administrator can grant 
non-exclusive licenses^ to other parties In the U.S. 

In fact, there are many In the Congress, particularly in thej?Jei1ate, who 
feel that the best way to commercialize an invention Is to insure that as many 
people as possible have the right to practice that Invention*^ 
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Our experience in this matter suggests that the opposite is true. Of the 
/ 23,401, government-owned U.S* patents available for licensing during fiscal year 
1972, only 1,238, or less than 6 percent, were actually licensed. Moreover, the 
overwhelming majority of those patents whjch were licensed had only one licensee. 

It was ^for the purpose of correcting this anomaly that we Insisted upon the 
flexibility to license exclusively In appropriate circumstances. The only require 
ment Is that objectors be afforded an opportunity to be heard before an exclusive 
\ M cense is granted. 

While I hate to be the bearer of fll-tldings, especially when things are 
just now beginning to look reasonable, I must remind you that we negotiated this 
settlement - we didn^t write it. We dldn^t get waiver of title without hearing 
and. exclusive I Icensing Just by asking. We bargained for these features and we 
did so in good faith. ^ 

We took the position that it made better sense to relax the"*antltrust con- 
trols at the beginning of the admPnlstratl ve process. While applying a second 
look further down the line. 

Instead of holding up a hundred waivers because one of them might be ill- 
advised, why not waive more generously in the beginning and call back the one> 
If any, after it becomes distinguishable from the 99? 

Accordingly, we accepted all of the standard march-In rights, plus an Im- 
portant new one. This new march-.in right permits the Administrator ^o modify 
or rescind any waiver which can be shown to have transgressed the antitrust 
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standard set forth In Section 7 of the Clayton Act, notwithstanding the fact 
that suit could not be brought under that statute because of governmental par- 
ticipation in the questioned activity. 

Section 7 of the Clayton Act deals npt only with mergers but also with the 
acquisition of capital assets. A patent Is a capital asset. 

Suppose that, instead of acquiring the patent on a waiver from the govern- 
ment, you purchased It from a private party. Should that purchase be set aside 
as a vipJatLon __of Sectio n 7 of the Clayton Act? That is the questi on which the 
Administrator may be asl<ed to decide, if he answers yes, he can rescind the 
original waiver, or require you to license the patent to other parties, with or 
without royali;ies. Obviously, this march-in provision is of greater concern to 
industry than to universities. In either event, the patent owner Is entitled 
to a hearing before his waiver can be modified or revoked, and the hearing can- 
not be called until four years following the patent filing date. This prptec 
tlon Is Inserted to curb unnecessary fears respecting the invocation of this. 
Section. We l<now of no existing waiver which could be recatled under this 
clause. We doubt that one will ever arise. 

In summary, these are the highlights of the ERDA patent policy. 

1. -It is a title policy, as distinguished from a license policy. 

2. However, the Admin i.strator can waiver title and he is encour- 
aged to do sb when such Is In the best interests of the United 
States. ^ . ' 



3. The Administrator has the option to grant exclusive llce.nses. 

4. There Is no mandatory or compulsory licensing of privately- 
owned patents - such as called for In the original senate 
version. 

5. And finally, there Is no surrender of background patent 
rights as a precondition of participation In a government 
contract. .This precondition was also contained in the original 
Senate version. 

I am hopeful that the settlement which we reached with the 5^enate wl 1 1 per- 
mit the full force of our private Inventive capacity to be brough-} to bear in 
the successful implementation of Project Independence. We have cer-^alnly come a 
long way from the draft provisions which existed last September. The crucial 
question Is whether we have come far enough. 
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REPORTS ON THE CURRENT STATUS OF 
UN I VERS ITY PATENT MANAGEMENT; 
THE UNIVERSITY OF CALIFORNIA SURVEY 

Mark Owens, * 
Assistant Vice President 
University of California 

a 

Jher^e were basically two reasons why we conducted a survey on university patent 
programs. The first was to find out how we comp.ared In our operation, our volume, 
our administration with other like Institutions; and second, to see If we should 
tie up with an outside patent management organization. I say this with some hesi- 
tation for I don^t mean to Impjy anything derogatory of organizations which handle 
patent programs for Institutions. \ am not speaking of the people who are going to 
be speaking to you tomorrow. We have, however,, been deluged In recent years with 
profit making organizations who have set themselves up as patent management organi- 
zations on a for-profit basis. Probably most of you have been approached by this 
type of organization. The proposal Is that you sign up with them, on an exclusive 
basis not on a permlssable basis as Is the case with the Research Corporation, 
Battel le Deve I opment^ Corporation, Arthur D. Little^ Inc., etcl So our desire was 
more or less as a defensive measure to check and see If we should tie up with one 

of those^ organizations or to determine that we were dolng^all right by ourselves. 

f * 

To accomplish this, we sent out questionnaires to .some 25 educational Instttu- 

r 

tlons about a year ago, and received responses from 2^ of the 25. The period 

covered In the survey was for the years I968tI972. /Let me just read to you the 

/ / 

names of the participating Institutions so you can* get sdme feel of the type of 

? . f 

*See Appendix B for biographical Information 
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Institutions which were Involved^ These were: The Cal Ifornia Institute of 
Technology^ the University of California (we Included ourseiyes)^ Carnegie 
Institute of Technology, Columbia University, Cornell University, University 
of Florida, Georgia Institute of Technology, Harvard University, University of 
. Hlllnols, Iowa State University, Johns Hopkins University, Massachusetts In- 
^^''^^\'\\x\!^ of Technology, the Universities of-Mlchlgan, Minnesota,, and Missouri, 
Purdue University, University of Rochester, Rutgers University, University ^of 
Southern California, Stanford, University of Washington, and the University of 
Wisconsin. 

The survey revealed 'that most, but surprisingly not all of these 22 institu- 
tions who responded to us, encouraged the disclosure of inventions. The^ majority 
of Institutions have a mandatory assignment requirement. If the invention was 
generated as a part of the employees university activity, they reserve the right, 
either by patent agreement, or by Institutional policy, or something of this sort, 
to require the assignment of invention to the institution. \^ 

All of those institutions which have an active patent program share royalties 

with the Inventor in some degree or the other. In three cases, the royalties 

are negotiated on a case by case basis, apparently prior, to any royalty income 

coming in, as a part of the assignment process. In four cases the departments. In 

which the inventor is employed share the royalties with the Inventor: the institu 

♦ 

tloh, the inventor and the department, share royalties on some basis. In. most 
-cases the inventors get from \3% to 50%, this is probably on a net rather than a 
gross basis. In^'many cases It* s just on the I5J{ gross basis. Of these 22 Institu 
tlons, and keep In mind this was a year ago,^ 13 of them have Institutional patent 
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agreements with the u. S. Public Health Service. Only tyro Indicate any In- 
crease fn activity as a result of that Institutional patent agreement. 

<> 

As far as the expenses of operating a patent program are concerned, there 
were such varied answers That 1 thtnk the question 'wasn't really as clear as it 
should have been. Some institutions listed the salaries of the people who were 
directly involved with the handling of the patent program. Some listed the 
salaries of the people who were involved' and an overhead factor, and, some listed 
only the monies paid out to patent attorneys. Although we have rough figures, . 
which may not hold up too well for comparison, it appears that the expenses to - 
the Institution run anywhere from $600 a year up to $470,000. 

t> 

with respect to program management,,, (and keep io mind that this is one of 
the reasons we were havina the survey made), we learned that the great majority 
of these 22 institu,tions managed their own patent program internally. Six of the 
Institutions ^ave apparently established a separate foundation to handle the "patent 
program. We consider those as part of the great majority that handle their own 

0 

patent program. Five of these 22 institutions augment their own program by per- 
missive arrangements with outside organizations such as Research Corporation', 
Dr. Dvorkovitz, Battel le,. and so forth. But keep in mind again these are permls- 
. sive arrangements, not exclusive arrangements. Only one of the institutions which 
° responded Is fully managed by a separate ^outside organization. 

« • - 

Of the Institutions responding, 5 had more than ;JI00,000 gross Income per 
year since J968-72. In one case, that gross Income came from 8 Inventions, but 
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^almost in al! the other cases the income came from one or two inventions* 
Therefore, as you can see^,^ the pattern is that there is usually one invention, 
or two inventions at the most, which pretty much carry the patent program. 

' o 

Since there may be some interest in why many of these institutions chose 
not to go to onp of these outside profit making organizations, let me just note 
some of their respbnses^to that question. Most of the institutions wanted the 
flexibility of decidi.ng. how to pursue a course of action for themselves. They^ 
didn't want to get involved in any exclusive arrangement where they were bound 
to follow the dictates of some outside organization. The institutiojis in some, 
cases believe that only by managing their own programs could they maintain what 
they felt^ was a necessarily close relationship with the faculty. And they didn't 
want to hav^ the over-riding interest of the institution, which may transcend ^ 
the patent I r^erest of the institution, in the hands of an outside organization. 
Further, in many cases^they felt that because of geographical considerations the 
contacts with prc^it making exclusive management firms would tend to be sporadic. 
The Institutions felt that prompt interviewing of inventors as soon as inventions 
are disclosed was really critical to getting the technology out. One of the in- 
stitutions responded, "No outside firm has been able to demonstrate that it 
would be more successful in managing the program and/or would be able to serve 
the best interest of the program, the university, its Inventors, and sponsors of 
research." 

-This hits the high points of what we found in our -sSurvey. 
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REPORTS ON, THE CURRENT STATUS OF 
UNIVERSITY PATENT MANAGEMENT: . 
THE NORTHWESTERN UNIVERSITY SURVEY 

E. J. Freise,^ 

Assistant Director, 

Research and Sponsored Programs, 

Northwestern University 



In the late summer of 1973,. David Mintzer, Vice President for Research 
at Northwestern University, undertook .a review of the patent policy and 
administrative procedures in effect at the Uqiversity. In an effort to^ 
gather information which would be helpful in developing an effective and, 
^hopefully, productive technology transfer program at theNUniversi ty a 
questionnaire was developed and circulated to 76 selected unixers^ities 
from a list compiled by the NSF of the top 100 universiti.es in fe,^eral 
funds for research and development. 

The selection of institutions> receiving the questionnaire was b^^Aed 
on two ci^iteria: . ^ 

iXThe Institutions should have schools or programs " 
whibh are likely to produce patentable inventions 
(e.g. Scl^Qols of Engineering, Medicine, Agriculture, 
etc.) ' \' 
2. Institutions which -were judged to have highly success- 
ful technology transf er [)rograms, because of unusgal, 
circumstances such as very l^rge numbers of technically 
oriented faculty, coupled with la^r^ae dollar volumes of 
industrial and federal research fundsXwere to, be 
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excluded. For our purposes we felt that their 
responses to such a questionnaire would not *be 

> 

representative of the research and technology ^ ^ 

transfer atmosphere existing at an institution 

such as Northwestern. 

^ ** 
The federal research dollars of the institutions selected ranged 

from 10 to 75 mi I I ion dollars, per year. 

The questionnaire used will be found in the";Append ix Section of this 
publfcation. Since, the Office of Research and Sponsored Programs was just 
entering into fhe area of patent administration,, the information requested 
was of a rather basic naiure and often required the respondent to make 
estimates. However, the purpose was to gather order of magnitude informa^ 
tion and to determine what gross correlations seemed to exist. Fifty-four 
institutions responded. Two o'f these indicated that they were in the pro^ * 
cess of revising their own patent policies and procedures and another two 
institutions indicated that their policies allowed the faculty inventors to 
work directly with patent development firms such as the Research Corporation. 
Thus, fifty institutions supplied useable information provided in response 
to some or all' of the questions. o 

A brief review, of the highlights of. the survey and our interpretation 
of the results wi.l I be presented. 




With reject to the site of responsibility the followinjg question 

was asked: . • - . . ^ 

"What office and/or universi.ty official has responsi- n 
bility. for admrnistering your patent po=]*icy?" 
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The response was: 

PERCENTAGE OF 49 
■ " OFFICIAL/OFFiCE » RESPONDENTS 

Research Office * 67% 

Fiscal Office 14^ 

Legal Office 2% 

Separate Patent Office 6% 

\ Academic Officer (i.e. Provost) 10^ 

In 5 of these institutions the<.responsibJ I ity is shared with another 

office, but since an individual from a Research Administrative Off ice 

responded, these replies were included in the percentage shown for the 

Research" Of f ice. . ' 

in responding to the question on how a decision to pursue a patent 
application was made, 27 out of 50 Institutions use a pa.tent committee of 
either faculty or administrators. Nine of these institutions used informa- 
tion from an outside firm such as Research Corporation in reaching a decision 

"Six Institutions had the Committee either working with or reporting their 
results to an individual who was classified as a patent administrator while 

.the remaining 12 institutions hacJ the committee report thejr recommendations 
to an academic officer. Of the 50 institutions responding, a total of 22 
reljed on information supplied by a firm such as. Research Corporation or 
Battel I e, in reaching a decision on filing for' a patent, although 42 of 
the institutions indicateid that they had agreements with firms of this 
type. ■ .• ■ " 

With respect to the involvement of professional staff, the question 
was asked: 

« ^ * 

"How Is the patent program staffed within the university 
and what percentage of time does each devpte to the program?" 
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The response on time spent by professional staff was: 
Total Time of: 



Less 






than 6% 


10 to 49^ 


50% or r 


21.0 


20.6 


9.0 


7.0 


16.6 


52.0 


1 .3 


4.0 


14. ,2 


0.4 


2.0 . . 


4.1 



Respondents 
Disclosures/ I nst./Yr. 
Patent appl../ Inst./Yr. 
Licenses/ I nst./Yr. 



As one might expect, as the number of disclosures; patent applications 
and licenses increases, the amount of professional staff time also increases. 
From this limited data, and keeping in mind the types of institutions surveyed, 
the middle column of figures appear to represent the best performance.^ 

t> 

With respect to the use of licensing^ corporations the question was 
asked: 



"Which outsiije firms does your institution use to promote 
patents and inventions?'' 

' The response was: 

8 used no outside f^irms 

21 used one firm: \ 

Research Corporation 18 institutions 

Battel I e 2 " 

Dvorkovitz; I " 

21 used two or more firms:* * 

'Research Corporation 21 institutions 

. Battel le 17 " 

Dvorkovitz 4 " ' 



Of the eight who did not list any affiliation with an outside firm, 4 
have their own research foundations. 

• Another question related to covering expenses: 

"How are expenses incurred in the Unjversity Patent Program 
covered?" 
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The responses from 49 insf itutJons were as fol lows: 

* < 
NO. OF UNIVERSITIES METHOD OF. RECOVERY 

1 1. Royalties 
' ^ 8 indirect: Cost 

' f 4 .Direct University Support 

2 ; Roya I +! 0S and I nd i rect 

7 Royalties and Direct 

I Direct and Indirect 

(Six^ Institutions gave estimated percentages as. follows:) 

University % Royalties % Indirect % Direct 

' I . 90 " IQ 

2 75 25 ~- 

3 40 " 60 

4 ^ -82 7- \I8 

5 2*8 36 ' 56 
X- 6 50 25 ^ 2^ 

Although institutions were asked to provide estimates of the percentages 
of expenses recovered by the various sources, only six provided actual per- 
centage estimates. The remainder simply checked, one or more methods of 
recovery. It is suspected that many of the institutions which listed direct 
university support for the.program may actually be covering expenses through 
recovery of indirect costs, since often the expenses are incurred by an 
office within the university whose operating budget is included in the 
indirect cost pool fojs^the purposes of calculating the indirect cost rate. 

As would be expected, the survey revealed that the number of patent 
appllcatipns is markedly less than the number of , disclosures, indicating 
that a considerabje effort, is made to el imlnate non-patentable and perhaps 
non-marketable items.. However, the interesting feature of the results is 
|-hatthe median number of disclosures is II and the median number of patent 
applications Js 3, indicating that for a rfiedian school about 21% of the 
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disclosures result in patent applications, and in turn the median school 
licenses 2 inventions per year for a ratio of 66^ I i cense-to-patent ratio. 
This figure is much higher than genera I ly quoted by firms such as The 
Research Corporation Hhich reported that approximately 10^ of the dis- 
closures they receive result in patent applications, and of these, only 

result in l icenses. In the actual report on the survS'y, some possible 
reasons for these differences and cautions on interpretation of these data 
are presented. ^ 

Results on the administrative costs and royalty income for a number 
of the institutions indicate that while the schools having the highest 
reported administrative costs are among the schools having a large number 
of disclosures and licenses, the correlation between these parameters is 
not simple. The twd institutions having very large. royalty incomes have, 
to the best of our knowledge, apparently licensed one major invention each. 

In attempjting to identify other correlations which may exist among 
the data, we, examined the relationship between the number of disclosures 
and federal obligations. One might have, assumed that a large federal 
obligation for research at an institution would result ig a large number 
of disclosures. However, the data appear to fall into two groupings. . , 

Eighteen respondents definitely belong to Group I (low number of disclosures 

% 

per federal dollar) and 12 to Group 2 (high number of disclosures per 
f^deral dollar). The remaining 16 institutions lie In the overlap region. 

One might have also assumed that, some correlation would exist between 
the number of disclosures and the administrative costs. However, no such 
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correlation was readily obvious. Jfiis may be because of tiie crudeness of 
the data or perhaps reflects the fact that institutions which do not active- 
ly pursue patent applications probably have not reported costs involved in 
having an administrator or faculty patent committee process the disclosure. 
Once a decision is made to pursue a :patent appl ication, costs are more 
readily identifiable, since some admi nistrat ive of f icia I , and perhaps a 
patent attorney, are now .devoting substantial time and funds to 'processing 
the appi ication. 

> 

Some correlation may exist between the administrative costs and the 
number of patent applications filed per year- The reported results of the 
survey appear to group the responding institutions into those which have 
relatively high administrative costs per patent application and those with a 
much lower administrative cost. When comparing these results to those 
relating to the number of disclosures per federal dollar, one finds that 
II of the schools having high administrative costs per patent app I ication, 
also have a large number of disclosures per federal dollar, while 9 schools 
which have low administrative costs per patent application have a small num- 
ber of disclosures per federal dol lar. The other six respondents would fal I 
into one of the other two possible combinations. These correlations can be 
examined in terms of net royalty income* While certainly the net royalty 
income can be used to gauge the financial success of a program. It can also 
be Interpreted In the broader sense as some measure of the effectiveness 
which an Institution Is having in transfering technology for the benefit 
.of tilc pub I ic. 

An important feature Whicii tiiese data appear to indicate is tiiat if 
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an aggressive and expensive patent program is estabi ished at an institution 
which does not have a large research, base, as judged in this case by federa 
dollars, then the program may not be successful financial ly^ and probably 
Indicates that the research expertise of the instifution is not capable 
of producing large numbers of inventions. Which are useful to the public, 
even though a relatively large number of disclosures per research dollar 
is obtained. On the other hand, if the research base is relatively large, 
even if the program at the institution is not well administered, or if 
the administrative. costs are kept to a minimum, then the chances of havi'ng 
at least a program which Is not costly to the institution appear to be 
enhanced. Therefore, based on these minimal data and crude correlations, 
one has to carefully examine the extent to which an Institution develops 
its technology transfer program. 

A complete discussion of these correlations, together with more 
detailed data,, is given in the survey report which is available from 
Northwestern University. Certainly, this area of study deserves further 
investigation and collection of better data to see if these preliminary 
observations and correlations can be verified. 
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' FUNDAMENTALS OF PATENT POLICY: 
PATENT POLICIES FOR 
EDUCATIONAL INSTITUTIONS 

T. L. Stam,* 
Patent Officer, 
California Institute of 
Technology 

I'm going to talk about patent policies for educational Institutions: 
■what they are, why you have to have one, whatever it is, why you should 
want to have one, and what it should do. IM I start right off by saying, that 
this is going to be a fairly elementary discussion, hopeful ly to stir up 
questions and answers later in this session or i.h the meeting we wiM be 
holding tomorrow. 

1 prepared this paper talking about policies and I suddenly realized; 
that part of the problem, to the extent that it exists in various places, 
is a combination of policy and administration. Practical jy every insti- 
tutioh has some kind of policy. The question then is to what degree do you 
administer it? I'd like to preface the rest pf my paper by saying that when 
I talk about policy, I'm talking also about what you do about implementing 
that policy, the administration of it, because this really is important. 
Before I launch into this subject I'd like to make a general observation 
that it is my experience that no two institutions do things alike. There 
are substantial differences in the internal policies and philosophies of 
various institutions. There are lega'l restraints, particularly in the case 
of .State. Universities, and so on. The net , result is that procedures in Use, 
plus the degree of commitment to technology transfer, disposition of income. 
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and the like are extremely variable. Accordingly, all I can hope to give 
you* is a cross section. In our later discussions perhaps we can bring out, 
sofne^of the institutional variations and make some spnse of the problems. 
The purpose would be for each of you, in the institution you represent,, to 
evaluate those things we have to say and apply whatever may fit and be use- 
ful to your own c^se. I hope that my presentation wil l lay out the functions 
you ought to pprform and what the basic requirements of educational^ instltu^ 
tions should be. And these may be'a matter of choice. I would hope to 
touch briefly on^the major categories, but only sufficiently to generate 
questions which may be. specific to individual institutions. 

My particular subject will be a definition of patent policy and a 
statement of what I consider to be ttie basic requirement and function of 
a patent policy^ with some emphasis on what is probably, mandatory and 
what might be termed as optional. First, we should define patent policy. 
My definition woul^d be that patent policy for any institution is, whatever 
Jt wants it to be. It may be its policy simply to ignore the .whole matter, 
or to have minimal machinery for filling obligations to sponsors, or to have 
sophistic^ed machinery for identify^ing and evaluating inventions for 
filling obligations to sponsors, for acquiring titJe to patents and for 
licensing. ^ I guess what I want to talk about and really defJne is what 
a good policy should be. And again I would like to stress the point that 
for each individual institution the nature of the poLicy or program and its 
size may vary depending upon the size and nature of the research program 
and many other factors,. First, I would like to eliminate the no action or 
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"no pol Icy" as simply being unacceptable, since it ignores contractual , 
moral and ethical obligations. At , the very minimum, even anjnstitu- 
tion does not choose to protect the interest of itself and its -faculty 
or to concern itself with the pub,l ic Interest, it still has a contractual^ 
obligation to identify and report inventions in connection with most spon- 
sored research. This then would require what I ..have cal led minimal machi- 
nery: that is, some structure or assignment of responsibility, either 
faculty or administration, for monitoring sponsored research for the ful- 
fillment of contractual obligations relating to the identification and 
reporting of inventions. 

In my opinion, neither the "no policy" nor the minimal machinery 
policy is a good policy. A good policy should protect the rights of the 
institution and of its faculty and st^ff ia inventions, and should permit 
the institution to assume its responsibility and obligations relative to 
its sponsors and to the general public. In this regard, I should pdint out 
that it ha^ long been felt by institutions which do not have full programs 
that^over and above responsibilities to itself and to its faculty and staff, 
the research and educational institution has | dual responsibility to its 
sponsors on the one hand, and to the public on the other. The responsibility 
to the sponsor is one which I have mentioned before; namely, the moral and 
ethical and contractual obligation to fulfill requirements relating to in- 
vent ions which are incorporated in terms of the grants and contracts under 
which the institution accepts funding for research. Secondly, and perhaps 
less readily recognized and understood, there is g responsibility to the 
general public tp make an effort to have advanced technology dev.eloped by 



such institutions made available to the public in the^form of new and 
Improved products* When patent licensing, or ihe offer of a proprietary 
position to a manufacturer, is the best tool for effecting such transfer 
of technology to public use, then a patent licensing program fdrms an 
Integral and necessary part of the patent policy. Parenthetically, such 
programs may offer the possibility of .substantial income to the institu-.. 
tlof), although th is. expectation by Itself should not necessarily be the 
reason for undertaking such a prpgram. In summary th^en, a good patent 
policy would protect the institution >and its faculty and staff insofar as 
rights are concerned, and would fulfill both the contractual obligation of 
the institution to its sponsors and Its obligation to the public to seek 
to provide the results of new ^technology to the pub I ic In the form of 
Improved goods. 

Also of impor:tance is the fact that there is some evidence of a grow-* 
Ing consciousness on the^-part of fed.eral agencies, which sponsor a large 
proportion of the type of research we are discussing, in technology transfe 
As a result there has beerf, and probably will be, an accelerated tendency 
for such agencies to favor sponsorship of research at those institutions 
which have a mechanism, or at least an arrangement, to assure that some 
effort will be made for commercialization of the results of federally 
supported research. If for no other reason, every educaTfbnal institution 
seeking federal sponsorship for research should seriously consider the 
Implementation of a good policy which will be attractive to such agencies. 
Accordingly, then, it Is my thesis that ever.y institution engaged in spon- 
sored research should have a good patent policy - what I have defined as 
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good patent policy -and that it should have or create policies and admin- 
istrative procedures and an organization for fulfilling the necessary func- 
tions* What the precise language of a policy statement or the organization 
established should be, and indeed the philosophies involved, may vary from 
institution to institution. And all we can do here is provide some food 
for thought and some guidelines* It is my thought that what I have said 
thus far, and what other speakers will say in the balance of this meeting 
will give suggestions as to poLicy formulation. In this connection l^^wouTd 
like to call your attention to the booklet put together by the Committee op 
Governmental Relations of NACUBO.^ Copies are^avai lable on the reception 
tabl^.^ 

I 

Assuming then that an institution has created policies and procedures 
to deal ,with patents and to handle the essential functions I have mentioned 
(including provisions for establishing relationships with sponsored research 
policy and policies relating to licensing philosophy and royalty distribution), 
the next question is how do you implenient such a program? ^^irst, it must 
be stated as obvious that the size of staff and the nature of people necessary 
to. the effort will vary with the size, and nature of the research effort 
Involved^ The staffing should be approached from the point of view of 
assuring responsibility for arid performance of the' functions which are 
essential to a good patent policy. To repeat, these functions^ are: (I) 
innovation, identification and reporting; (2) evaluation as to patentability 
and commercial importance; (3) title acquisition; (4) patent prosecution; 
and (5) patent administration, including the licensing function. ^ Prior to 

"Patents at Colleges and Universities: 

Guidelines for the Development of Policies and Programs" (1974) 
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a discussion of. staffing, you should be reminded that there ape organizations 
geared. to performing, or helping, pr advising in the performance of almost 
all of these functions for educationaJ institutions. This is one of the 
alternatives available for implementing a program. Arthur D. Little, Inc., 
The Research Corp., Battel I e Development Corp., and others are available for 
such purples and are all represented at this conference. There are pros 
and cons to involvement wjth such groups. The preference of my particular 
institution, Califprnia Institute of Technology, isnot to use such organ- 
izations. For other particular schools there could be justi f icatioji^for 
such af f i Mat ions. 

The balance of my discussion as to staffing will be based on the proposi- 
tion that you're going to do it yourself and if so, what kind of people- do 
you need?* ^ou should be aware that certain of the costs of administering 
the patent clauses of federal grants or contracts can be reimbursed and 
with appropriate advice from your accounting people this is a fact to be 
considered in staffing. Moreover, depending on the size of your effort 
and the nature of your organization, you might need one or more persons 
for performing each function, or you might have a single person responsible 
for all. As an example, at Cal Tech, which .has a small student body and 
a relatively large research effort, only one man, myself, has all of these 
responsibilities. Obviously, I have assistance from our entire organization, 
but the fact remains that one person can be the spearhead of the organization- 
al effort and be responsible for seejng that it gets done. You can do this 
if you have effective liaison between your faculty and your administration. 
Now. let's, get to the functions. - 
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First, as to innovations, identi tication arid reporting. One person 
should be responsible for monitoring research, identifying innovations and 
reporting to sponsors. This should involve personal contact with labora-^ 
tories and investigators and monitori^of publ ications. While ideally it 
can be performed by trained patent attorneys, whether on staff or retainer, 
I personally see no reason why any serious minded, technically oriented 
faculty or administrative staff person could not perform.this function with 
little or no training. It is simply a question of looking-for a statement 
concerning novelty in a publ ication as it comes through. I repeat, while 
a trained patent attorney is the best route to go, other people could be 
easily trained to perform the function. 

The. next function deals with the evaluation of identified innovations 
as to patentability and commercial appj ication. This also may be accom- 
plished by placing primary responsibility in an individual. In this case 
it is appropriate business for a legally trained person. In my opinion 
It should be an administrative and not a faculty function. It is prefer- 
able to have some faculty or administrative advisory council or committee 
set up to assist the resppnsible individual in the evaluation and in making 
decisions as to whether the institution will invest time and money and seek 
to acquire title to any given invention.^ 

The function of seeking to acquire title can become complex and legal- 
istic. Terms and cond itions of various agencies and private sponsors vary 
substantially, as does the philosophy. There are times when this is taken 
care of during the peripd of negotiation of -fhe grant or contract. There a 
times when an agency may have a waiver provision. This must be taken into 

• • ■, 37 . . 
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account during the negotiation process. Generally speaking, such matters 
could be handled by a knowledgeable contract administrator, and often "are, 
but my redommendatioh is that, as necessary, legal help (preferably patent 
counsel) be utilized both in the negotiation stage and in the waiver of 
title stage. 

The function of patent prosecution will almost always be performed by 
outside hired patent counsel. Although it is conceivable that a la^ge 
enough operation might have house patent counsel on staff for such purposes, 
I advise against it, 'since I prefer to have the widest possible choice of 
attorneys open to bur program, so that I can select the attorney best suited 
to the prosecution'^ a patent application in a particular technology. The 
only requirement that I would place upon the institutional organization is 
that some administrator have^the responsibility for the selection of attor- 
neys, for assignment of cases to those attorneys, and/or monitoring the 
quality of their work. 

The last function invojyes the patent licensing program and its admin- 
istration. This is one area where institutions not having the know-how 
must decide whether they want to acquire It or turo patent properties over 
to an organization such as Research Corporation., Battel le, Arthur D. Little 
or UPl. In theory, and In practice, several institutions do both. A person 
on the staff can have responsibility for making contacts and negotiating 
the terms of license agreements and for policing and administering such 
agreements. A single person can fulfill this responsibility if he is qualJ- 

fied, or , has competent general and patent counsel available to him. 

I* 
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In summary,, theR, there should be written policies and administrative 
procedures for performing the functions I have d iscusse(^ as minimal for a 
good patent policy, and staffing and organization for accomplishing those 
functions. You can farm it out or do it yourself, either by assignment 
of responsibility to ex,l,sting facuify or administrators, or you can create 

a special position*or positions having the* regponsibi I ities. Once again, 

^- . 

it depends on the size of your operation. The important thing is, if you 
assign it to a faculty member or an admirtistrator,. be sure that he really 
performs the function. I guess I became very conscious of this listening 
to Mr. Freise. Probably a large difficulty is the danger of assignment 
of the duty of fulfilling these functions :\'p people who don't really per- 
form. 

' I have also been asked to talk about distribution pf\royalty income. 
Thus assuming that you have a full program, with royalty income, the ques- 
tion is what can you or should 70U do with it? In' the first place,' if is 
customary in the university community for the faculty or inventor to share . 
in royalty income. Preferably the percentage of sharing should be estabi istied. 
in wY"itten policy so that when a faculty member comes aboard, the relation- 
ship is fixed and remains so. Under such policies there is a good deal of 
variation. As Mark Owens told you, it varies from 15 to 50 percent. Some 
schools have sliding scales or actually bargain with the inventor in each ^ 
case* Whatever the arrangement chosen by a given institution, it is wise 
to let the faculty body .estabi ish th^e policy. We have found at Cal Tech 
that the percentage written into the policy is questioned from time tc time. 
The question always goes back to the faculty body In having to examine it. 
They have always left it exactly where they set it 30 years ago. And what 
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this does is to take the patent administrator and the administration off the 
hook. It*s a faculty decision* The remainder of the income can be used as 
desired. Both the policies of the institution and sometimes the nature of 
its charter may prescribe the nature of the distribution. Generally, I think 
we can assume for the purpose of this discussion that we will all use the money, 
for furthering of educational* science. As a matter of fact, Cal Tech is limited^ 
by charter to such usage. Some schools may put royalty income only in a 
general^ fund to be used where' it is most ..needed. Others feed some income 
.from each invention back, at least in some degree, to the division of the 
.institution in which the invention was made, i think such matters are 
simply matters of choice determined by the needs and philosophy of your 
own institution. ' » " 
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FUNDAMENTALS OF PATENT POLICY: 
THE .UtsltVERSiTY ^ SPONSOR ;PATENT 
POLICY RELAtlONSHIP- 

G.- Wil iard Fbrneil,^ 
Patent Adm i nJ strator,. ^ 
Uriiversi+y of Minnesota 



One of the |n)portant aspects to be considered in formulating an insti- 
tutional patent policy- is that it mesh with the policies- of the agencies 
which 'fund research at the institution. It is imperative that this take 
place to minimize the number of conf I icts .between the institution's pol icy 
and an'agency's patent requirements. When these conflicts do arise, the 
opposing, policies place the faculty member seektng support in, the middle, 
and If he is denjed. funding for a project which Is quite important to 
him for any reason, thei^cah be adverse attitudes generated: towards the 
institution's pol icy and even to the entire patent program. ;lt \s a good 
Idea, therefore, when estabi ishing a patent policy to build in enough flex- 
ibility to allow determinations as to when and where it is permLssIbl.e 
to depart from the policy in seeking funding. 

There are three broad areas of funding which we must consider for 
purposes of this discussion. Although Federal fundijig is by far the most 
Important, I would prefer to treat it last because of the intricacies 
Involved. The other two sources, will, therefore, be given our first 
attention. .Among private funding agencies, the vast majority of them 
make no mention of patent or patent rights in their granting documents. 
However, two organizations dealing with hea I th matters do nqt follow this 
^practice. The American Heart Association and the American. Cancer Society, 
.stiplilate policies on the handling of Inventions that may arise from their 
"sponsorship. . ) , . 
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Of the two agencies mentioned, the patent policy of the American Heart 
Association is the most realistic from a University point of view. An 
essential caveat of the Heart Association's policy 'is that its inventions be 
administered in a manner that will bring them into public use at the 
earliest possible time. The. American Heart Association recognized that this 
may be best accomplished through patenting and licensing i.n a manner con- 

0 

o 

sistent with the public interest. The Heart Association defers to those 
institutions that have an established patent policy and a procedure for 
administrating Inventions, subject to certain restrictions, the most 
Important of which are: (I) that the inventors income share will be no 
more than \5% of the gross royalty income, and in no event more than 
$100,000, and (2) that the Heart Association shall participate in any 
royalty income derived from the invention to an extent to be determined 
by mutual agreement between the institution and the Heart Association* 
Here we see the first instance of the importance of having an established 
patent policy and the administrative structure for handling inventions. 

The American Cancer Society is somewhat more restrictive in its 
policy on patents, providing that no application will be fil§d without 
the prior wrllten consent of the Society, and that inventions and patents 
made under its grants be assigned tp the Society* In exceptional cases 
the Society may g\ant exclusive J ice\^es to third ^Darties for a period 
not to exceed f iveV^ars under a royalty arrangement not exceeding five 

\ w 

percent. The Cancer \^ociety obviously does not leave,any room for patent 

^ * \ A/ 

management by the inst\tution. \ u 

' \ \ 

A second area where \lexibi I ity in an in^itutional j^atent policy is 
essential is In contract i ng\ for research wjth industrial sponsors. In such 
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situations it is common for the intended sponsor to seek rights, either 

license rights or title to any invention that may be made* Although under 

private agency and Federal support,, it is permissible for an institution 

to participate in cost-sharing by performing research at less than full 

indirect cost recovery rates,, in most cases, under an industrial contracting 

situation the institution must insure that their indirect cost recovery 

IS sufficient to warrant pledging the use of the University's equipment 

and facilities to cover such costs. Any recovery short of this results 

in the subsidy of a private activity with institutional or public funds. 

At. the University of Minnesota we pondered for quite a time over how we 

shouLd handle these industrial contracts. Title was frequently requested 

by the industrial sponsor and often times in the past, research was conducted 

for industrial organizations at the negotiated Federal indirect cost recovery 

rate. This, .of course, resulted in a shortfall pf cost recovery for the 

University and in effect, a subsidy of the company's research. We concluded 

that this practice must come to a halt. Therefore, in an effort to satisfy 

both an industrial sponsor'^ need for patent rights §nd the University's 

obligation to recover its costs in private relationships, the following 

indirect cost recovery policies were evolved: 

I.. Industrial research that is of academic interest may 
be conducted at the then current Federal negotiated 
indirect cost recovery rate, but this, rate will carry 
no obligation to treat the sponsor any differently 
than the general public with respect to the patent 
rights. While cost recovery at this level is less 
than full, it is justifiable from a public policy 
standpoint if Univers'ity resources are not being 
completely utilized and some fixed costs are being 
recovered'. 

2. ^'Full recovery of ' the University's indirect costs 
will be accompi ished where 'the sponsor pays the 
then current Federal rate plus 25^; to cover the 
* disallowed and other indirect costs^not built 
' ' into the Federal rate. ^ .Currently at our institu- 



tfOn, this, wl 1 1 produce a ful I indirect cost recovery 
rate of 15%. At this level the sponsor will ^be granted 
a first right-bf^refusa I to a limited-term exclusive 
roya I ty- bearing patent license under, terms and condi- 
tions that are reasonable in the industry.. 

3. In those instances where the sponsor desires and the 
University agrees to make jan assignment of title to 
any invention, that may result from the research, the , 
rate will be set at 50^ above the Federal negotiated 
rate, i.e., 25^ above the I i cense option. Where 
this option is to be employed, the proposed research 
agreement, wi 11 be reviewed with the University Patent 
Office for determining that the proposed assignment of 
title will not impinge on the University's commitments 
under other sponsored research programs or its own 
equities and technology under development. 



The third category, and by far the largest sources of funding .for the 
education community, is from the Federal Government. Federal support 
comes in the form of grants or contracts. There bhce a time in the 
post-World War II period when there was an apparent difference between 
a Federal grant and a Federal contract. However, in recent years the terms ' 
and conditions of the funding documents in grants have become more involved 
and have approached in complexity and restr icti veness the terms and. condi- 
tions in Federal contracts. Thus, the distinction between the two is no 
longer as clear as it once was. Generally speaking, 'however. It can be 
said that Federal contracts apply to a work product which has been more 
closely specified or defined by the agency. Also, contracts usual ly are 
used where the subject matter of the research has been proposed by the 
agency tp +he contractors rather than where the proposal originates with the 
contractor and is submitted to one or more agencies. There seems to be 
no uniform criteria as to what is a grant and what is a contract. One 
agency may cal I a certain type of work a contract and another agency wil I- 
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call it a grant. The use of terms, however, is not very material. What 
the institution must be concerned with are the terms and condition's in the 
granting document which deals with the right of the institution to assume 
rights in inventions that have occurred under fhe support and the right 
to do all the things those rights entail. 

There are eight Federal agencies that sponsor the bulk of the research 
projects that flow into the educational community from the Federal Government. 
These agencies are the Na^^iona I Science Foundation, the Department of Health, 
Education and Welfare, the Department of Defense, the Atomjc Energy Commission 
the National Aeronautics and Space Administration, the Department of Agricul- 
ture> the Environmental* Protect ion Agency and the Department of Transporta- 
tion. 

The first three of these agencies, NSF, HEW and DOD, geneQl ly employ 
a license clause policy i.e., one which permits the institution to retain 
title and give the agency a paid-up license for governmental purposes. They 
also employ what one might call an institutional patent agreement type of 
^operation with respect to inventions developed in the educational community. 
I use , the term institutional patent agreement advisedly here because the 
Department of Defense. does not have a forma! agreement such as that developed 
by the Department of Health, Education, and Welfare. It does, however, 
approve of institutional patent .pol Icies, Published in Defense Procurement 
Circular No. 65 is a list of institutions whose patent pol icies have been 
approved by DOD and which, therefore, have been granted the right to take 
title and license certain kinds of inventions that arise from DOD research. 
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While DOD has been 'using what is called the license clause for years, in 
its Army, Navy and Air Force contracts, the credit for developing the institu- 
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This was a very farsjghted concept developed in. the early I950^s. The agree- 



tiongj patent agreements as such must go to the U.S. Public Health Service. 

" ■ .\ 

ments consisted of nothing, more than an exchange of letters between the institu 
tion and USPHS which set forth In a very general way a|T^ understanding permitt- 
ing the institution to take t|Itle fo and manage patents^that arose from the 
sponsored research. In 1968^ HEW developed a more comprehensive and probably 
more legally enforceable institutional patent agreement, which spelled out 
the terms and conditions In great detai I for the assumption of patent rights. 
In 1973, the National Science Foundation inaugurated a similar institutional ^ 

A 

patent agreement program and a number of educational institution^, have availed 
themselves of the opportunity to assume title to, patents under its provisions. 
Those of us who are in university patent administration would find our lives 
quite a bit easier If we could operate under institutional patert agr^eements 
across the board. Of course that is really pie Inthe sky because there ^re 
some agencies that are so far from an institutional patent agreement, that ^1 
am sure that we, our children, nor pur grandchildren wllj ever see one. 

A second group of agencies, those which operate under what is termed a 
"title clause," i.e., reserving title to the agency of inventions that occur 
under their Sponsorship, copsists o/ the Atomic Energy Commission, National 
Aeronautics and Space Admlnistratldn, Environmental Protection Agency and 
the Department of Transportation. I group these agencies together because 
whfle they reserve title to the Government, they also have policies for and 
practice, at least to a limited extent, a waiver program to permit title to go 
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to the contractor. Two of these agencies, AEC and NASA, have their patent 
requirements established in enabling legislation and theoretically do not have 
as much flexIbiTity to handle patentable subject matter. It is not an 
impossible task to obtain a patent waiver from them (in fact, NASA is quite 
cooperative) as itjs with the two I will mention next, 

^ They are the Department of Agriculture and the Department of Interior. 
Both have^ title policies. Both are Inflexible as their patent needs relate 
to the "agency mission," and both are nearly impossible from which to obtain 
a patent waiver. 

^■^ " 

Use*of the title clause by the last six named agencies is reinforced 
by their particular interpretation of the Presidential patent policy state- 
ment of August 23, 1971, Section I. This section is widely incorporated 
Into agency patent regulations and provides criteria for the agency to 
employ in reinforcing the philosophy and attitudes it held prior to the 
enunciation of the President's statement. Section I (a) of the Presidential 
Statement provides criteria that const itute'^an exceedingly fine screen which 
a Governmental agency can effectively employ to tal<e title to patents that 
may result from its sponsored research. It is important to note that title 
clause based on^this Presidential Patent Pol icy ^Statement is developed at 
the time the contract is negotiated. Therefore, where an invention might 
fall, outside of the scope of the title provisions if a determination were 
made after an invention is identified, the use of the title clause' effective- 
ly preempts such determinations that could be beneficial to the contractor 
at a later date. Section Kb) of the President's patent policy statement 
of August 1971., does contain provisions whereby the contractor can obtain 
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title to patents resulting from the subject research. However, the provi- 
sions to this section are aimed at contractors having an "established non- 
governmental coimiercial position" and since universities do not have such an 
established commerci a Imposition, we are dealt with only indirectly under 
Section Kc) of the August l.97i statement. 

The 1971 presidential patent policy statement contains a march-in 
rights clause which the 1963 statement did not contain. This qualifies 
the. contractor's title by giving the agency the right to grant additional, 
non-exclusive licenses after a period of time, in the event -the contractor 
has failed to take adequate steps to bring the invention into public use. 
All in all, one can say that both presidential patent policy statements, 
the one promulgated by President Kennedy in September 1963, and the one 
promulgated by President Nixon in August 1971, have not had a great impact 
upon the basic patent philosophy of any particular agency, these patent 
policy statements are worded in such a way that any agenfpy can read into 
them its own preconceived requirements and coupled with a term callfed 
"agency mission," the agency can be as generous or miserly with patent 
eights and its relations to contracts as it chooses. 

Let us look for a moment at the disposition of inventions disclosed 
to the Government. If one examines the Annual Report on Government Patent 
Policy recently published by the Federal Council for Science and Technology 
for the combined years ! 97 1-1972, he can. If he is willing to make the 
effort, uncover the dismal track record of the Federal agencies in managing 
inventions and transferring technology into public use. The tables at the 
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rear of this little document are masterpieces in obfuscatjon. What they 
do show is that while the Government has a huge patent organization and 
handles a tremendous amount of paper work relating to patents, the interest 
of Government in patents is in form rather than in substance, . For example, 
during an average year in the 1963-1972 period, it filed 3,594 patent appli- 
cations. Of these 3,594 patent applications in the average year, 1,638 
matured .into U.S. patents. For one thing, this certainly Indicates that there i 
no faculty evaluation of the p^entability of disclosures prior to the tim^ 
the appi ications are filed. That is far higher than the abandonment rate 
experience in the Patent Office. No institution could, afford that kind of 
track record. The report also shows a. large number of non-exclusive licenses. 
This is very misleading and indicates that a number of contractors are'Vaking 
pro forma non-exclusive licenses on inventions that have been disclosed to 
the Government to which they were required to release title. These licenses 
cost nothing and the recipients do nothing with them to bring ^ product to 
the marketplace. When one looks at the number of exclusive licenses grante.d, 
and this is really the test of whether technology is being transferred and 
..whether products are being developed, one l^s appalled by the paucity of 
exclusive licenses. For example, in the six year period, 1967 through 1972, 
the Government issued !2,204 non-exclusive licenses and only 20 exclusive ~ 
licenses. Anyone Itho has been involved in marketing of technology knows 
that you can^t bring forward risk capital with mostly non-exclusive licenses, 
and that^ at least a limited period of exclusivity is almost invariably required 
to bring an Invention to commercial realization.. 

The reason for citing these statistics is a very real. one. If the educa- 



44 i - 

J 

tiohal community, and industry as well, are to have a patent relationship 
'with the Federal Government, and we are to be divested of patent rights 
that occur under research conducted In our facilities,, then I think there is 
a legitimate question to be raised; what is the Government doing with the 
valuable assets that we're transferring? I think it is obvious that these 
statistics constitute an ind ictment^of the patent system as conducted by 
several (not all) Government agencies. The track record of AEC, USDA and 
Interior come to mind, in particular. Such practices are more of a deterrent 
to technology transfer than a vehicle. Technology is jocked up,, so to speak, 
in, patents and the Government is using the patents to control the release 
of the patented technology in ways that it deems to be in the best interests 
of the publ ic. .Ln^o±h.e.i:; words, if the i.nvention cannot be licensed non- 
exdusively, it wilL not be licensed at all. This is a perversion of the 
intent under which large amounts of money are appropr iai-ed for Government 
research. It behooves this group to make whatever efforts it can to bring 
about a more widespread use of the license clause in Government grants and 
contracts for education institutions, and to also make a sincere effort to 
increase the utilization of the institutional patent agreement technique. 

There are two areas that I would like to touch upon briefly before 
I conclude my remarks. The first relates to a small but concerted and 
effective effort by several colleges and the 'universities to obtain favorable 
recognition for educational patent policies and their unique position to 
market technology under the Energy Bill, H.R. 13565. The second relates 
to the two lawsuits. Public Citizen #1, Publ ic :eitizen #2 brought against 
the Administrator of General Services Administration. As a kind of corollary 
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to these suits there is a third suit between a private corporation as the 
plaintiff, and the Department of Health, Education and Welfare and the 
University of Minnesota .as codefendant, which J would also like to touch 
upon. 

Both of the3e matters, the Energy Bill, and the litigation in the 
courts undertaken by Public Citizen Inc., arise under competing patent 
philosophies in. government as to how rights in inventions should be disposed 
of. On one side is a group which traces its lineage bapk to Senate Russell Long 
of Louisiana and the so-called Long Amendment to Public Health Service Act 
in 1965. As precedent for the Long Amendment, its supporters were looking 
back to the Atomic Energy Act of the late l?40's and the National Aeronautics 
and Space Administration enabling act of the late I950*s. The proponents 
of this philosophy generally subscribe to the thinking that where Government 
money isjnvolved in research, the Government should take title. In some 
Instances, this philosophy applies even though the Government investment is 
minimal. The philosophy further holds that the public interest is best 
served by the Government managing i.e., controlling the use of patents that 
are based on Government funded research. Opposing this philosophy are those 
who believe that the public interest is not adequately served by the Government 
merely acquiring the naked property right represented by a patent, but is 
served only when the fruits of Government research in the form of products 
and processes are made available to the public. This group holds that flexible 
policies on patent licensing will enable the incentive system to work best to 
bring inventions into the public use and advocates that Government policies 
be framed to emphasize the utilization of the fruits of research. 

♦ 
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H,R. I3565*is a bill to establish "a national program for research "and- 
development ip rr6n-nuclear energy sources." Th.is bill is like motherhood, 
the American flag, and apple pie. There Is a widespread feeling that it is 
long overdue and strong support exists for research in non-nuclear I ines to 
maintain our living standards and retain some semblance of environmental 
quality. The provision in the original draft of the bill that was so object^ 
ionable to the educational community was the patent Section, Number 7, providing 
in essence, that the Federal Government retain all inventions and patent rights 
in connection with discoveries made by grantees or contractors receiving' 
energy research awards. These provisions ran directly counter to the educa- 
tional community's experience and interest in technology transfer in the 
public interest, and if enacted, would result in the bottling up of a large 
segment of important technology. If the Government's past record of tech- 
nology transfer is a basis for prognosis, the private sector would have only 
limited access to these research results, thus impeding rather than fostering 
the development of new energy sources. 

Last June it became apparent that the Energy Bill was to come to the 
floor of the House with the^patent provisions originally inserted by 
Representative Udall. At that time under the leadership of the Association 
of American Universities, quite a number of the educational instltutipns 
represented here at this meeting were alerted to the fact that here again 
the interests of the educational community were being completejy overlooked 
by the Congress in th^ formulation of the law as it relates to technology 
transfer through patents. Thereafter^ an active and concerted effort came 
into being to modify the patent provisions of the Energy Bill. One effort 
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that apparently paid off, was that by Mark Owens of the University ol 
qa-lifornia, who approached Representative Kastenmeier of Wisconsin and 
provided specific language to provide for university technology transfer 
in- the public .interest. This was the first instance in my knowledge that ^ 
our patent position has been embodied in Federal legislation. Concurrently, 
Representative Fuqua of Florida was approached and he introduced an amendment 
which in affect, stated that not later than six months after the effective 
date of the act, that the Administrator of the Energy Agency wil I report to 
' the President and Congress concerning the applicability of the existing patent 
policies affecting the energy programs and make recommendations concerning 
amendments or additions to statutory provisions which are deemed to^be 
advisable. This six month period should provide the colleges and universities 
with adequate time to formu late the necessary language for the Energy Bill. 

Another arena in which the pro-Government-ti t I e forces have come intg 
conf I ict with the pro-l icense forces in the past year, is .in the courts. 
Two lawsuits have been filed in Federal District Court, District of Columbia,, 
against Arthur Sampson, Administrator for the General Services Administration. 
The/fXrst lawsuit, for convenience, called Public Citizen #l,'was brought by 
Publ ic S^tizen, Inc., the Ralph Nadar consumer advocate group' together wit^ 
eleven interested Congressmen. Public Citizen, Inc., al leged that the regula- 
tions based upon the Presidential Memorandum on Patents dated August 23, 1971, 
which were about to be promulgated^by the Administrator' of GSA, providing 
for the issuance by Federal agencies of exclusive I i cerises to use and develop 
patents and Inventions, ( in some cases, :wlthout compensation to the U.S. 
Government) amounted to a disposition of Government property in violation of 
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Article 4, Section 3, Clause 2 of the Constitution which gr.ants to Congress 
the sole power to "dispose of and make all needful Rules and Regulat-ions 
respecting Property belonging to the United States," The court granted 
the plaint if f*s motion for summary judgment, adjudged that the, Constitu- 
tion prohibits the granting of exclusive licenses without Congress iona I 
Authorization, that the defendants were not so authorized, and it set aside ^ 
the regulations promulgated by the defendant. 

While this case did not have a direct bearing on the patent position 
of colleges and universities, it .embol dened Public Citizen, Inc. to file 
a second sujt. Public Citizen #2, which attacked those regulations which^ 
a I lowed, grantees or contractors to be allowed to take greater rights' than 

y'. ■ - . . * 

a hon-exclusiye license (i.e., title) at the time of contracting or in advance 
of the making of an invention. Fortunately, the defensive position of the 
Government was considerably stronger in the second suit. It was able to 
marshal I strong arguments going to the merits of the case and it was aided 
by a number of amicus briefs (including one from the, American Council on 
Education). Unfortunately, this case was not tried on its merits but was 
dismissed on the grounds that the plaintiffs lacked the necessary standing 
to bring the suit.- o 

The matter is not dead there, however. Another suit has been filed, 
by a private corporation against HEW, its officers, and the University of 
Minnesota in an attempt to have those regulations set aside uncfer which HEW 
allowed Minnesota to take title to a patent, the research for which was 
fJrianced, in part, by a Federal grant. The plaintiff in this case had previous^ 
ly and.unsucQiessful ly attempted to obtain thro.ugh HEW administrative channels. 



a noh-excluslve license under the agency Governmental License, ih spite 
of the fact that there was an outstanding exclusive I i cense • 

We see in these last two lawsuits a- ma jor chal lenge to the technology 
transfer and patent programs that have been nurtured in colleges and univer- 
sities over the years* If the plaintiffs would prevail fn the last mentioned 
suit, no outstanding license based upon a Government financed invention wQuld 
be safe from attack. There are hundreds, if not thousands, of these jicerises 

w 

outstanding. • * - . 

In conclusion, all I can add Is that we have our , work cut out for our- 
selves in thfe months ahead. 
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I'd like to preface everything I say here by admitting that if I qualify 
as an expert, it's onliy because I'm more than 50 miles away frbm home. My first 
thought is to ask ourselves why colleges and universities should involve them- 
selves in the transfer of technology and develop a viable patent policy. The 
answer is that such steps serve the public interiast and insure equity in the 
proceeds from inventions. Where Federal grant funds are Involved In the support 
of the research behind the Invention, the universities are able to do certain 
things that the Federal Government cannot do we( I or do at al I . For example, the 

Federal Government Is not able directly to provide the degree of exclusive pro- 

• * * 

pr I eta ry protection needed by commercial developers who must invest huge sums in 

developing certain inventions. T^ey want some reasonable assurance that the com- 
pany down the street won^t copy thei.r expensive development efforts and undersell 
them before they recover their development costs and a reasonable profit. For 
a while, the Government had the authority to grant excLusiye licenses of limited 
duration to private companies but, even when they' had this privilege, their pro- 
cedures involved considerable red tape; thus negating their effectiveness. Then 
along came Ralph Nader ><lth his legal suit and the Feclera! Government is In a 
quandr/ over how far to go; If anywhere; wlth^exclusl ve licenses. 

» 

The pojnt to emphasize Is that If you are going to attract 'a company or 
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companies to Invest heavily In an untried and untested Invention, there must be 
some vehicle to encourage them to do so. The University with a sensible patent 
policy and'' some focal point to administer Inventions coupled, perhaps, with out- 
side expertise to handle the patent application details, market investigation, 
licensing and so on. Is in the best, position to carry out the important tech- 

> 

nclogy transfer Toie mpst- effectively, . 

Another thing. Is to get the attention of the potential developer In the 
first place, and here the universities or their patent management outlets are 
in a better position to do that than the Federal Government. With respect to 
insuring equity in inventions, it should be noted that If the Government takes 
all, then the inventor gets nothing '.and the university gets nothing and that's 
not right; perhaps a by-line, but that's not very much. A patent policy at your 
institution will also discourage Informal technology transfer via a consulting 
group under which the equities may become more than a little distorted. So, 
In summary, I think that serving the publ ic Interest and insuring equity are the 
two underpinnings justifying universities to get into this area and develop a 
viable po.1 icy. • ■ ' 

I would like also to say a couple of words about the vari ability of Inter- 
oretations pf government p?ftent pol icy. The un Wersities have worked with vary- 
Ing degrees of success to promote a pol Icy under which non-profit universities 
may. obtain title and licensing privileges with the least amount of red tape. 
This has been going on for at least ten years that I am aware of. I've been 
Involved with the Committee on Governmental Relations for about that same 
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period and more recently as Chairman Qf the Patent Subcommittee, So Mm fairly 
well aware of what^s gollig on in this area, and Will Fornell has- covered the 
various level of success that have been worked out. It hasn't bean easy.. The 
thrust of the university's efforts have been frustrated by the complexity of J 
the, subject area. Simply attempting to explain some of thesis matters to your 

q 

favorite congressman Involves a massive education job. Then, of course, there 
is the tendency of some of the Federal agencies and the, Congress to couple the 
non-competitive universities together with private industry. Of course, they 
are very different and, as such, they should require .different kihds of treat- 
ment. Then there is the over-cautjousness of some Federal agency people who 
fear the spectre of fostering monopoly situations (and thus you have restrictive 
patent policies like the Department of Jnterior and so on). This Is a kind of a 
formidable jungle In which to make any meaningful progress, but It is worthwhile 
for 14s to keep plugging. We are trying through the Patent Subcommittee of the 
Committee on Governmental Relations to foster educational efforts and to provide 
Information at appropriate times that may influence change* Our Subcommittee 
is going to be concentrating its attention certainly in the coming months, at 
this next meeting as a matter of fact, on restating the basis for special treat- 
^ment for universities due to their non-competitive nature and other unique con- 
siderations. ^ , ^ 

So all the help that we can get from thpse. of you who want to volunteer 
to draft a whife paper or whatever, certainly will, be helpful. 
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FUNDAMENTALS -OF PATENT 'POL I CY : 
DISCUSSION 

Questioner: What is your recommendation on a poMcy statement as to who 
Is covered. Do you recommend only faculty, or faculty and staff, or faculty^ 
staffs and students and especially if you include the students, how do you man- 
age to make them aware of it and agree to the policy? 

Mr. Stam: This remains a continuing problem, even for those of us who 
think we have fully implemented programs. At Cal Tech we are currently look- 
ing into some phases of the question you have asked. At Cal Tech Jt has been 
our practice to obtain employee invention agreements from faculty and staff 
so that any Inventions created in the course of their work as faculty or staff 
with the use of the institute facilities is subject to employee invention 
agreement leaving title with Cal Tech. These agreements are signed at the 
time of employment and so It is resolved right at the. beginning. We. found 
recently after ail these years that a vacuum existed as to how we treated stu- 
dents, particulary students who we hired as graduate teaching or research 
assistants, or who may hold a fellowship from a federa] agency. It's my be- 
lief in view. of our contractual obligations that we should have them under 
an Invention agreement which will allow us to fulfill any contractual obliga- 
tion we might have to the agency and probably be of assistance to them in 
fulfilling their own obligation. Moreover, I think it's in the public interest 
that the institution rather than the Individual be in the position to seek and 
acquire title.' I think that most of the federal agencies would agrae on that. 
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Questioner: What Is an equftable and motivating percentage of royalties 
assigned to Individuals or Inventors? 

Mr* Stam: At Cal Tech the percentage Is 13%. I might advise you that 
this was established by a kind of an austere faculty body around f940. The 
philosophy behind It was (and once again you get back to the philosophy of 
the Institution and its faculty body) that they wanted to make It high enough 
to create an air of cooperation. But they did not want it to be of such an 
amount as to cause people engaged In basic research to lose their objectivity. 
If you have an engineering school and you want to create applied Inventions, 
you might offer a larger reward. 

Another Answer: We think at our school that the front end payment, offers 
the maximum Incentive to the faculty to disclose inventions when Income Is low 
(up to $5,000). Since the heaviest percentage goes to the Inventor he wl II. dp 
the necessary "red. tape" which goes along with filing a patent application. 

And yet It doesn^t become the tall wagging the dog. After the royalty Income - 

> 

reaches a certain level It slacks off and ultimately the institution's share 
exceeds by far what the Inventor gets. I think it's Important to mlnlml.ze the 
tendency to perhaps bootleg research simply because faculty members don't get 
an equitable share from the unfyerslty. A policy as described will encourage 
the Inventor to report Inventions especial ly when there's no expsnso to the 
Inventor. 

Questioner: Was It \5% gross or net? 
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Stam: In our case it's gross, I think these remarks simply illustrate 

that it's an open matter and you have to look at your own philosophies and your 

\ 

own alms an^ goals .and the nature of your own faculty body and come up with some- 
thing which satisfies them and the Institution. For one thing, some of the 
agencies place a limit on royalty income paid to the inventor, the Institutional 
agreements of the vNIH place a limit on royalty payments probably for the same 
reasons we do. Our \f acuity has done so to itself. 



Questioner: Do th^Jnsti tut Ions represented on the platform make a dls- 

\ ^ 
tinctlon between the Indtv^ldual faculty member supported by sponsored programs 

versus that individual vcho l\ basical ly working in a laboratory furnished by the 

Institution? 

Mr. ForneM: As far as our institution Is concerned we make no distinc- 
tion. We feel that once a man has kind of broken a barrier and Is using uni- 
verslty facilities, then the university has right of first refusal to the In- 
vention. \ 

\ 

\ 

\ 

We do not distinguish between sponsored and unsponsored work insofar as 
overall rights are concerned, but the university does disclaim any vested In- 
terests J n Inventions that are developed entirely on a faculty man's own time 
and not involving use of university resources. In the event that he feels that 
he is in such a position we do ask that he clarify this, get his departmental 
chairman's endorsement and we then will formally waive institutional rights. 

Mr., Stam: We make no distinction, but I think it Is a deeper question. 
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You have to go back to the philosophy of the faculty body and the Institution. 
There are many institutions which do not have employee invention agreements^ 
exQept for sponsored research which Includes a patent requirement.. If you have 
that kind of set up your question Is Irrelevant, When every employee signs an 
Invention agreement it's the concensus that we make no distinction. 

Questioner: Is there any feel among the members of the panel as to what , 
you might call "know-how" or non-patentable technology that might be license- 
able^ or is being licensed? 

Answer: Well, phf losophical ly this is a problem for me and It may be less 
so for others. I think that in a university situation where you're publishing 
everything you do anyway, when you're doing most of your sponsored research for 
governmept agencies with the responsibility to disclose and publish where you 
may be subject to the Freedom of Information Act, I find it difficult to figure 
out how in the world we can sell "know-how" even though we've got ah awful lot 
of It. I get into a bind saying, "Well*, how can I charge somebody for thl.s 
'know-how' when other people can get It free?" So, we haven't made much of an. 
effort to sell "know-how." We simply encouraged our people to consult. The 
faculty \s free to consult a good portion of their time. ^ 

Another Comment: Where we' ve estab I Ished that patents are Impractical and 
sponsor's concerned have been fully satisfied, and yet there Is a need for a 
technology interchange between the consultant at the university and the con^pany, 
wanting to make this thing even without the patent considerations, I have drafted 
up a three party agreement Including the consultant's part of the agreement. 
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Of course we want fo bo sure that we, don't subvert our own piaterit poMcy by 
going this route. It's only after we have fully established that the patent 
situation won't work, that we consider such an alternatXve. 
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.INTERNAL ADMINISTRATION OF TECHNOLOGY - " ' . 

TRANSFER: 

ORGANIZATION OF A UNIVERSITY ' 
PATENT OFFICE 

Mark Owens,* . _ , 

Assistant Vice President, ■ ' 

University of Ca I i forni a ' 

Lee Stam mentioned several times in his comments this morning that we all 
have.,different ways to do things and the best way is the «ay it happens to meet 
your own needs. I can only speak of how we handle patents at" the University of 
California. I am pleased to be able to talk about this subject especially since 
you may have noticed from the biographical material handed out to you, I am not 
the Patent Administrator anymore at the University, of California. I stopped being 
that about a year and a half ago, and i can't even claim to be an expert because 
the year succeeding my last year, the new Patent AdmlTTisTrator more than doubled 
royalty income. But I like to believe it was because of a good finn base that 
had been laid |n the previous' years. 

Our stf-ucture is perhaps not unique, but we have one unusual feature in that 
we have a multi-campus University. As you may know, we have nine campuses plus 
various field stations and laboratories in the University of California system, 
but this whole-system is administered by one organization known as the Board of 
Regents. We are. fortunate in that we managed to convince our Board of Regents when 
we established the patent policy of tha^University some years ago that the only 
logical way to operate, as far as we were concerned, was with one patent organiza- 
tion and not with nine different organizations. The University of California 
Patent Board is the only committee that reports direct ly to the Board of Regents.. 

*See Appendix B for biographical Information 
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It goes through no other administrative head, but reports directly to the Board. 
This Patent Board^xonslsts of eleven people. Now these are nominated by the 
President and appointed by the Regents, They are ail academic people. There 
is no requirement that they be academic, it just happens that they are all 
academic, including such people as the Dean of the Col lege of Engineering at 
the Davis Campus, and so forth. We then have two others to round out the eleven. 
One is an appointee of the University-wide Academic Senate. This is where the 
faculty feels it has more Input into the structure. And finally there is the 
Chairman of the Patent Board in which capacity I happen to serve. 

Under our policy the t^atent Board has al I of the authority relating to the 
handling of inventions within the University. It establishes or recommends 
policy to The Regents and also has all of the administrative authority to handle 
Inventions* What has happened, of course. Is that the Patent Board has delegated 
ail of Its administrative authority to the^ Patent Administrator* The Patent 
Board meets annually and discusses broad policy questions and so forth. Under 
our structure the function of Patent Administrator requires a full-time person. 
The Patent Administrator is located in Berkeley, the University-wide headquar- 
ters. The patent staff of the University consists of four people, tha patent 
administrator, an administrative assistant and two clerical people^ We have no 
patent attorneys at all on the: staff. 

What have we set ourselves up to do now that we have estabi ished a patent 
program and this patent office? What should we be .prepared to handle? Not neces- 
sarily In the order of Importance but perhaps In some sort of order of chronology, 

I •» 
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the first thing we want our patent staff to do Is to^e of assistance to us in 
handling the actual negotiation of all patent articles. When \ talk about 
negotiation of patent a'rtlcles, I am talking about negotiations with federal 
agencies (to the extent that negotiation Is possible with some of them), with, 
private sponsors of research, and with non-profit sponsors of research • Al- 
.though we have a contract and grant office which Is Unlverslty-wlde, as well as 
nine separate campus contract and grant offices, to work with sponsored research,, 
they do not have any authority In the patent area. The only people who have any 
negotiating authority in the patent area are thp people In our patent of f ice. 
Secondly, we want to make sure that we get all of the possible disclosures we can 
out of the University faculty and staff So in order to accomplish this, we have 
done several things. One, all of our staff and faculty have signed patent agree- 
ments and have thus agreed to report to us alJ of their inventions so that we can 
examine them to determine whether the University ^as or does not have an equity. 
I might just point out in passing, that this is an area where you can havp.some 
problems If you are starting a new patent program. Prior to 1963 when we started 
our new program, the only people who signed patent agreements were people who 
were working on government sponsored research and every time they got a new con- 
tract or grant they just signed the ssme old patent agreernent over again. That 
patent agreement In essence required that they report Inventions so that we could 
carry out our cotmilttments to the sponsoring agency. At that time, incidentally, 
our policy was that assignment of Inventions was strictly optional in the absence 
of any conmlttments to sponsors. In 1963, we changed to a mandatory assignment 
policy and required that everybody sign, the new patent agreement, otherwise, they 
dldnH get paid for the succeeding month. Well, as you can imagine, people learned 
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about the, patent policy quickly and I must h?ye had thirty phone calls a day 
for about the first six nx)nths. The complaints soon ended when the progratn 
became successful however. It turned, out, and I am sure those of you who go 
Into such a program will find out, that the real problems you will have .after 
your program gets started is not taking inventions from people, but in giving 
them back and telling them you really don H want their inventions. That's when 
you really get the arguments. The question arises as to how you solicit disclo- 
sures. Basically, there are two ways to do it. You can tehl peopl^S^uWe got 
to disclose your inventions. This doesn't work very well. You can hire people 
to, go out and check notebooks and that doesn't work very well either. It's a 
nuisance., and It takes a lot of .time and a lot of trouble. The way to get In- 
ventions, we are convinced, (and I ^know that there is a lot of argument on 

thl?), Is in making It a financially attractive thing to the inventor to give 

it 

you a disclosure of his Invention. So when we went to our mandatory assignment 
pol\^cy, we also went to a 50-50 sharing of net royalty income with the inventor. 
We determined net after taking I5jt off the top for administration; we then 
recapture all of our out-of-pocket patent prosecution expenses. We then "impound' 
the money for a year, and then split 50-50 with the inventor. , , 

After you get the disclosures, what are you going to have your staff do 
with them? This can become a pretty time consuming and cumbersome procedure. In 
our system we are tatklng about between two and three hundred dlsclosures/a year, 
handled by a four person patent staff, which obviously is a pretty good volume. 
You have to have some process of review and analysis to determine, that the dis- 
closure Is worth pursuing any further. The first approach J,s,jt-of^ have your own 
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- patent, staff (and as I say,, we are talking about two people who could do this) 
make a cursory examination to see If the disclosure Is at leiast written In 
coherent English so It would hopefu I ly make sense to someibody. Then, If It 
doesnH, we go back to the Inventor and ask for clearer explanation. If It 
does, we then go to ad hoc committees of experts. We don't go back to the 
Patent Board. The Patent Bpard'^doesnH look at disclosures., it Is strictly a . 
policy board. WaM I look In our campus directories and pick out Professor 
Jones and Smith on some other campus, who we understand are experts In this 
particular field, we send, them a form letter (we have a lot of form letters 
you have to with this kind of volume). In this form letter we ask for thetr 
comments on the technology with the guarantee that w© will keep their names 
confidential. We get back the comments. from these people, we send the comments 

"back to. the Inventors, with certain expletives and nasty comments deleted, and 
ask the Inventors for comments, rebuttal, or what have you. This Is a very 
successful procedure. I thl^nk we have been turned down maybe five times In 
twelve years by people who say they are too busy. Usual ly, the faculty Is very 

cooperative In giving these reviews to; us. Another method of review, which we 

t 

have followed occasionally. Is to go to licensees. If we have existing licensees, 
who we know have an Interest in this particular technology, we might go to them, 
(perhaps on .a confidential disclosure agreement, perhaps not), and say, "Here 
Is a new disclosure which we just came up with. What do you think about It? 
Does It look l ike It's worthwhl !e? Wo.uJ.d.'-you be Interested?" Now, we have re- 
ceived, the reviews and the analysis, and the next t"hlng we're going to have to 
do. Is handle that Invention disclosure. 

* ♦ 
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There are basically three things we can dp wfth the^ Invention. One is to 
thank the Inventor for having given us the opportunity to look at his new 
technology, and give It back to him. This happens in a large percentage of the 
cases. We give It back to the Inventor and then he tef Is us why vfe were wrong 
fn giving It back to him, and so forth. But many of our disclosures are re- 
turned to the Inventor with great thanks. Another possibility Is to report 
the invention to the Federal Government, where the government has been a sponsor, 
and say, "Here It Is. You do with it as you choose.'^ If we've decided that the 
invention Is worth putting cur. money Into, we then get an assignment from the 
inventor.^ So subsequent to the review, one of three things wl I I happen: we I I 
report the Invention to the government, weM 1 give the Invention back to the In- 
ventor/ ^6r we'll take the Invention, get a formal assignment, and take It from 
the inventor.,. 

Then we get Into the next step of pafent prosecution. We have a fund with 
which we can retain patent counsel and Incidentally, this can get rather expen- 
sive as you can appreciate. This Is why we pay on the basis of net rather than 
gross. "Wa.probabjy have a suf.flclent volume to warrant Inside patent counsel. 
We have a. large general counsel's office In the University, some sixteen lawyers, 
but we've never felt^ It was appropriate to have Internal patent counsel primarily 
because-of the geography Involved. As you know, our campuses are 600 miles sep- 
a rated, north and south, and that could become pretty much of a/i administrative 
and travel burden to be going up and down the state, and secondly, we just don't 
feel that any one person or two people could really adequately cover all the vary 
Ing technologies which we come up with, so we try to. pick patent attorneys 
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throughout the state, depending on their technical competence and location, near 
to the Inventor. We watch the work of the patent attorney. We don't censor his 
work by any. means, because we don't have the ability, but we at least make sure 
that we get copies of al l the documents that are fl led, check the bl I lings to 
make sure they are appropriate, etc. 

* 

Then w6 want to be staffed In order to negotiate licenses with prospective 
licensees, because unless you get a license^ you We probably thrown your money 
away In patent prosecution. We are not concerned with protective patents, we're 
concerned with, making money on our patent program. So the Patent Administrator 
is then required to go out and try to find the licensees and the lucrative licenses. 
The way you find the licensees are several. One is just from contacts, which the 
Patent Administrator has; made 4^ years past, with people In Industry. Another, ,\ 
and usually not a very successful way as far as we are concerned. Is just to pull 
out Thomas Register and look at al I the AAAA companies In the technological field 
and send tham all a letter. That happens to b.e, as far as we -are concerned, a 
relatively unproductive way of getting licenses. Another way, as \ have men- 
tioned. Is to go to existing licensees and^seeilf they are interested in picking 

up another license In this area which we know Is within their field of,. Interest. 

f 

Once we find this prospective licensee the Patent Administrator actually negotiates 
the license or the option. 

After you have the Invention licensed you're, not through yet, because If you 
are going to do an adequate job, you have to police your licensee. You know they 
are all honest people, but, there can be clerical mistakes and accounting mistakes. 
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etc., so youWe got to require as part of your license that you get periodic 
reports,- quarterly reports, or what have ypu, as to amount of royalty, amount 
of sales, etc., and you also have to preserve for yourself the righf to send 
your own Internal auditors or external auditors, as the case may be, into the 
ilcehsee^s organisation to actually check his books In the event you feel that 
there Is a problem. 

The Patent Administrator then has the responslbl I Ity annually of figuring 
out, under that rather complicated formulae mentioned earlier, the inventors 
share of the royalty.- 

The Patent Adm^nIstrator Is still not through though, because she has at 
least one more thing left, to do. . Since we do make^ a little bit of money with 
our patent program, she is now required to prepare the distribution of the income 
back to the campuses. We guarantee every campus a certain amount of money every 
.year. This goes to the Chancellor of each campus (who Is the Campus Chief Admlnis 
tratlve Off jeer in our organization) and he can do with this money as he chooses, 
as long as it is used for graduate students* support. 

The' Patent Administrator then receives requests for grants from anybody In 

the University who is Interested In getting a grant from the Patent Fund. We get 

many requests for. such grants. The Idea Is to give people money from the Patent 

Fund in those areas where, hopefully, there will be more inventions upcoming to 
kiBep the Patent Fund growing. 

This is a very. broad treatment. If you are going to have a complete Patent 
Program, this covers what you can expect or what you should expect your people 
to. be. doing. 
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INTERNAL AOMtNI'STRATION OF TECHNOLOGY 
TRANSFER: 

COMMUNICATING WITH THE FACULTY 

Roger G. Dit^el 

Assistant Manager 

Iowa State. University Research 

Foundation, Inc. 



The area of communication with the faculty Is, In\ny opinion, the key to 
any successful^'unfyersity patent program, because only IfNvour faculty under- 
stands what you are trying to do, only If you have them worKlng with you, wi II 
any program, no matter how well conceived, succeed. It Is Just as important 
to have good communications with your faculty, whether they have executed an 
agreement to assign inventions to the university or not. 



The word, "faculty", as used here, refers primarl ly to faculty resear- 
chers; I.e., those university employees involved in research, but also includes 
graduate students. Faculty members at Iowa State University are pretty nice 
people, and with very few except 1 oris, 'extremely ethical. They appreciate, equi- 
ti,esr They want everybody to benefit from their ef forts.^They talk to each 
other often, and there Is a great deal of interact|pfr; If they don't like some- 
thing, they will tell everybody and If they doylTke something, they will tell 

everybody. The word spreads quickly^ They will listen I sides of an argu- 

■ \ / 

ment and make their decision, but they certainly res^st arbitrary edicts and 

:: \ . / ' 

pressures. - ^ ' 

\ 



Faculty researchers have attitudes that have. been developed over a period 
of years that must be considered. If, they have cdme put of the extension area 
or agi^iculture, they very often wi mlstakenJLy^ bel leve that the best way to get 

L 

^See Appendix B for biographical ftfformation 
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technology used Is to give It all away freely, that all that Is necessary Is to 
publish. Some of your faculty members may have very strong anti-business, anti- 
dollar and anti-patent attitudes as a result of their experience. Maybe they 
didn't get a job In Industry they wanted once, and keep an anti-business attitude 
without really thinking It through. Most of them don't understand the patent 
system. 

There Is also a lot of misinformation around, including many old wive's 
tales.. Every few months we have an inventor saying, "i5>ell, IMI just put it in 
a registered letter, and mall It to myself and then IMI have all the protection 
I need." Try carefully to explain to him that that isn't going to do him a bit 
of good. 

With so many differing attitudes and wrong Information In the minds of 
your faculty, it's vitally important that you structure any patent policy to 
fit the objectives of the individual faculty researcher and the university, 
.both from the educational and the research viewpoints. You must co^nvince the 
faculty you are working for them, not taking something away from them. 

.Now, the faculty objectives in research generally are directed to develop- 
ing new knowledge, disseminating It by publication, and thereby having that 
knowledge used by someone else. Herbert Spencer, the great I9,th century philos- 
pher and educator, said, "The great aim of education Is not knowledge but action.' 
If you can show your faculty members that through the use of the patent system, 
by disseminating information that way, they have a better chance of getting some 
action and getting knowledge more widely used than without that system, you have 
a good possibility of obtaining a positive response. 

0 
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For that reason also it fs important that we structure our patent policies 
and systems fcvc^^ajjministering^tbose policies not for doMars of profit, but 
rather to further the university objectives of disseminating knowleclge and getting 
technology used. The patent s/stem is I'^he .best avaMabie and most widely used for 
Information retrieval on applied technology, and through the patenting process you 
are putting information into the system. 

There is another very good argument with faculty in favor of using the patent 
system. Most researchers in universities don't realize that hew developments that 
Delong to all through open pub I i cation will npt attract the risk capital necessary 
to bring those developments to the market. 

At Iowa State University, we have a Research Foundation which, as a separate 
corporation, takes assignment of patent rights. The University itself does not 
take assignment or title to any patents. There is no agreement to assign as a 
condition of employment by the University. Over the past five years, we have 
averaged juat under $200,000 per year of royalty income from patent licenses. 
At the present time, we are at a $50,000 per year level, due to the expiration 
of a major patent. However, we are rebuilding our base quite successfully with 
several royalty-producing patents, and expect to be back up to the $200,000 per 
year level in a short time. 

Our Research Foundation was founded in 1938, so we have had a system work- 
ing for a long time and get excellent faculty cooperation. We pay all the prose- 
cution costs if the inventor agrees to assign to us. There are very few, cases 
where the inventors have not come and voluntarily agreed to assign patent rights 
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to us. When we do receive royalty income,, we deduct \5% of the gross to cover 
administrative costs. The inventor receives \5% of the net income, and this has 
worked very wel.lr. The balance of the net incorSe goes t)ack to the University to 
fund research, -fo support graduate students, and to support foreign faculty tra- 
vel. Since the University cannot use state funds for faculty travel outside of 
the country. Research Foundation funding of such travel Is of , great importance. 
With regard to research funding, we have a competitive University Research Grants 
Program which we run every year, through which around 100 proposals for research 
are submitted* We fund the successful proposals from three sources: our NSF 

♦ 

Institutional Grant Fund, our NIH General Research Support Grant Fund, both of 
which are going down rapidly, and our Research Foundation royalty Income. Re- 
searchers realize where the funding for these research grants has originated, and 
many of the faculty he^ve received such funding. Our younger inventors very often 
have received funding from the royalties of older faculty inventors and this fact 
when understood, goes a long way to helping those people feel very comfortable 
with our patent system. They can see how what somebody else has done is help- 
ing them, and ! think we can reasonably expect to stay with 15^ of^^net income 
back to the Inventor. The fellow who Invented the use of diethylsti Ibesterol in 
cattle feed received something on the order of one-third of a million dollars 
for his share. If you have a "big" one, the Inventor does very well, but most 
. of the time there Is very little or no royalty income received by the inventor. 

I strongly recommend a very low key approach in dealing with faculty on 
patent matters. Be helpful, give them feedback. Understand your own patent 
system and your university objectives. Understand how youVe using the patent 
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. system to the benefit of al I and be able to explain it. Remember patents 
are only a very small part of the whole university complex. You don H do re- 
search at the University to generate patentable inventions, but often patent- 
\ able subject matter comes out of research unexpectedly. 

The important thing is to make the faculty a part of the whole patent pro- 

\ 

,cess, but without making it burdensome. To do that, l~Felleve it !s critically 
important to have a focal point on campus regarding patents that' wi 1 1 .give a. 
fast response. It can*t be somebody that^s gone all the time, or that has so 
many other things to do that when an inventor calls he doesn't get a call back 
within a day or two.. We always try to get right back to the individual and sit 
down and talk with him whenever that is desirable. Whether you use an outside 
patent management organization, or have your own patent personnel, there should 
be someone on campus listed in the phone book under Patents, that any inventor 
. -can call and ask for advice, that any iiiventor can call and get information, 
' that any inventor can call and say, "I've got a hot' one for you." Most of the 
time there won't be one of those big breakthroughs, but you never know. Every 
once in a while you will. get a call that involves an important invention. 

It^s important to disseminate information on your program other than by ^ 
word of mouth. One of the things we have found- very useful in this regard' is a 
brochure for the faculty that explains the patent system and how it fits In at 
Iowa State. We hand these out whenever possible, and^use them in a variety of 
ways. We also inserted a statement on consulting, pointing out that the Inventor 
may do consulting under existing university policy, but that the Research Founda- 
tion does not become a party to that consulting. We have a similar brochure for 
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Industry entitled, "Inventions from Iowa State" and in that we have a statement 
that deals with consulting also. Such statements help engender a positive atti- 
tude on the part of faculty members. 

This morning you heard the results of two surveys on patent costs and royal- 
ty income. It'.s very Important that we recognize there should be a lot more to 
the patent program in the University than the royalty income. The university has 
a. very strong responsibility to help educate its students and faculty on the 
patent system. These students go out into Industry, and all of a sudden, they 
are confronted by a patent system that is considered to be very important, and 
they'.ve never heard about it before, unless we teach them. In this regard, one 
of the things that we do to help our whole patent program work is to give semi- 
nars on the patent system to educate and to stimulate faculty and students. We 
give these to departmental faculty meetings, undergraduate classes, and to 
graduate stud.ents, in which we talk about the patent system in their particular 
field. In some classes we even give the senior students an assignment of going 
to the "Patent Office Gazette" in the library and digging out some of the most 
recent inventions in a field which is of interest to them in their studies. 
They then write a report as one of the lab assignments. It works very well. 
-You should consider having this seminar capability available relative to patents 
from your patent office—but don't push it. Have it there, do a good job when 
you do It, and the word wi I I get around. You wi 1 1 find that you are f i I I ing an 
educational need that's part of the university's responsibility. 

We also list patents issued along with other publications in our faculty 
• newsletter, with patents counted as publications. The Vi.ce President of 
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Research and Dean of the Graduate College also talks to new faculty members 
during his Initial meetings with them on our use of the patent system. As a 
result, we get a number of them coming to us, asking for more detai Is since 
the university from which they came probably had a different system or no sys- 
tem* 

I would like to comment now on our philosophy and practices in dealing with 
faculty on patent disclosures and pr;osecution. Any time somebody contacts us, 
even though they only have the concept of an Invention, we will record that con- 
ception as a disclosure. With^ny of these, nothing further happens, but we 
find It's the second and third disclosure from an Inyentor that may be an ex- 
cellent one. If we can treat the Individual, wel I on his first disclosure and 
don't just say to him, "forget It," he'll come back. It costs us very little 
to log in a disclosure, but givers us a chance to communicate, to keep up with 
activity within a given research area, and provides a basis for following up 

with the Inventor at a later date. Another thing we always do when talking to 

*' ^ • «* . ^ ' 

an Inventor the first tTme, is explain to him that there is only a very small' 

chance of any royalty income coming back to him. We tel I him that if He iS 
doing it for the rfcney, he is probably wasting his tirne. Also, when the phone 
rings and we set up a meeting, we always try to go out to the inventor's lab 
and meet with him there. This may seem minor, but we believe it can be im- 
portant. We used to have our offices In an engineering college bui Iding, 
but they were moved to the university administration bulltling! Faculty re- 
searchers don't like the concept of a university administration bui Ming' since 
they perceive it as putting constraints on their research- In your patent 



program you do not want to have researchers thinking you are there to con- 
strain th^m or take something away from tfiem, so if you can go out to their 
•-lab. It works much better. 

We always ask for a >/ritten disclosure, but try not to get legaltstic or 
overburden some. In spite of the fact that others are going to talk about'dls- 
closure forms, T dislike such forms. Specifically, I beljeve It is wrong to 
try to get a faculty member to fill out a form early in the disclosure process 
when ha doesn't understand half of the words and has much other pressing paper- 
work to do anyway. • . 

When we have a meeting for the first time with an Inventor, at the end 
of the interview we give him some printed material, including a copy of 
Battel les' "Resource" of May, -1971, in which Bill. Mays wrote, "Aj'rimer of 
U. S. Patent Law." We got permission to reprint this and hand it to the in- 
ventor. If he is interested in learning a little bit about the patent system, 
this is a very useful thing for him to have. We also give him a copy of a 
patent off ice ,pub.l ication on inventions and patents. We have found these very 
gcxDd; they help call attention to the fact that there are people at Iowa State 
^^^hat can and will help in patent matters. .We also Provide a page and a half 
of^yped instructions on how to write a disclosure, emphasizing this is tp be 
used only as a guideline, and that what is needed is to cover the technical 
points and not to try^to be legalistic. These pamphlets and disclosure gulde- 
lines help, but what is most Important is the copy of the brochure, "ISURF and 
the Inventor at Iowa State." This latter brochure is widely distributed and 
* even shows up on departmental bulletin boards and In graduate student offices. 
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It helps get the word around and create a positive climate. We have our phone 
number on there so they can call us. Then we try to respond qu!ck{y. 

Once past the disclosure stage and prior to drafting an application^ we 
often obtain preliminary search of the art. ^ We do this to encourage the In- 
ventor, and while It may cost us JjOO or $150, we always get those results of 
the preliminary search back to the Inventor. We let him keep copies of the^ 
patents uncovered so he can see what others have done In his field. That feed- 
back Is Important. Turndowns can be a problem, because'what you^re trying to 
do Is create a positive attitude and be the good guy In the white hat. If we 
have difficulty in deciding whether to continue prosecution, of an Invention, 
we send It to an outside attorney for an opinion, which may be a very brief 
one. We take that opinion back to the Inventor and say, "Well, here^s the 
outside opinion. Do you think we should go ahead or do anything more?" 
Faculty researchers won't ask you to spend more money if It Isn't logical to 
do it. ^f they keep saying, "Yes, we ought to do It," and we do not agree, we 
shift into neutral and throw the burden on them to do additional work to prove 
their point. In that way, it's not us that have failed; It's they that have 
decided not to do anything further. 

We also find attorney Interviews are very Important and helpfuJ In the, 
final stages of the application. Sometimes It costs a little more, but It 
certainly does show that inventor that you're interested In him. So, when we 
have patent attorneys visit the, campus (and we're somewhat Isolated) we try and 
schedule as many inventors for Interviews In a day as we can. 
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When the first Patent Office action comes back, the claims are normally 
all rejected. The Inventor has never seen such a form befpre, and the basis ^ 
of rejection merely says, "55USCI02" or "35USCI03." The inventor can become 
very discouraged. We always "sit down and explain the rejection and the diffe- 
rent reasons for rejection. Inventors appreciate the explanation. Most of 
them will. take the time to realiy study the prior art and give you gopd, sub- 
stantlve answ§^?s. 

When a patent does issue, try and find s'ome way to recognize the fact' and 
the contribution that has been nnade. It would be nice to have a certificate 
made up that the inventor can frame and put on his wall which recognizes his 
contribution. That would be a nice thing to do, wouldn't cost much, and would 
help create a positive attitude. 

We continue to involve our inventors when it comes to licensing. This 
Is part of conwuni eating with the faculty. Ybu may obtain Important 'leads , . 
-from the 1 nventor. . Fi I I him In on correspondence about licensing. Keep him. 
involved in the whole process. We try never to get a point where we say, 
"O.K., Joe, we don't 'agree. You have assigned this invention to us arid we are 
going to make the dec i s i on— we ' re going to do it our way." If you do that and 
he is not happy, if. you can't explain to him why what you propose is best, you 
will get some very bad publicity. He won't come back to you with the next in- 
vention and others in hi's department, ^on't come to you .^Always try and keep the 
inventor working with you. Be very open. Take time to explain the system to 
your faculty.. Help them even when they say, "I want to write my own application 



> 



76 



and do J.t myself. Can I do that?" Tell them the facts, and work with them. 
Pretty soon theyM I find out that really isn*t the best way to go and they'll 
come back to you. 

In summary, good faculty communications are a critical part of any uni- 
versity patent program. I cannot overemphasize the need for a patent focal 
point on the campus wlth^a fast response emphasis. Nurse your Inventors, be 

0 

patient with them, and follow up. with them. They get more paper work than they 
want and can easi ly overlook patent matters. We had a case where vfe had the 
final app 1 1 cat i on ready f or s i gjDXig„an d sent a co py to th e I n ventor for A j-L"AL 
review, asking that he come and execute the declaration promptly. We kept call- 
ing, him every two weeks to find out why he hadn't come over, and he always said 
"I.MI get to it. - I'm very busy.*' Finally he admitted he had lost his copy. 
Now, if he'd told us that in the first. place, it would have been a lot easier. 
But ^thin^^,^l ike this^ppen, and we try never to put blame on the Individual. 

You may kld^^about it a little bit, but always take a positive approach. Most 

' ' . ' . • 

of^*aCu make sure that you^ patent system objectives at the university fit with 

ti;ie .objectives of your faculty researchers. Build up communications with them' 

over the long term; you can'tijdo \f. on a short term crash basis. The long term 

approach of working for.them'wi II cause them to work with you and wl II result li 

a viable patent program;., J, :j if you. do It With patience, you'll have the whole 

faculty on your side and^-yotir efforts will be successful. 



.77 

. >, ( ■ . - 

. INTERNAL ADMINISTRATION OF TECHNOLOGY 
TRANSFER:, ' „ „ Z' 

^^^^-.--^^^ " ~ DEVELpPll^ WELL DEFIED 

" _ Joseph J. Keeleyv* 

_^ Associate Director 

University of Michigan 

With the Increased attention being paid to the technology transfer pro- 
grams by those wfthjn and by those dutsfde the academic wprld, it would be 
just good business for each educational institution to have well-defined pro- 
cedures that fully del ineate the rights and privileges of all concerned. In 
other words, some standard boiler plate or forms, if you will, that will aid . 
In expediting the transfer of technology from the campus to the market place. 

To prepare for this conference, we checked on the patent policies of some 
tweaty-flve educational institutions and approximately a dozen industrial firms 
Jn the Ann Arbor-Detroit area. We found a wide range of methodology; yet the 
ultimate objective was always the same; namely, to market the campus ideas in 
such a manner that w 11 provide recognition and reward to both the institution 
and to the- researcher. Your speaker has taken the levity of using The Univer- 
sity of Michigan forms as reference points. Each of you has been furnished a 
packet, bou;id Jn our traditional colors of maize and blue. We may wish to make 
frequent reference to this material. 

The new researcher makes his first decision concerning patent rights on 
his Initial employment a})pllcatlon or In a ^aparate "Inventor^s Agreement." 
We found that (ndustrlal organizations usually make thjs agreement an integral 
part of the employment procedure, whereas only a few of the educational Instltu 
tlbns, possibly In an effort to emphasize the seriousness of the subject^ use a 

*See Appendix 8 for^b I ©graphical information 
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-separate Inventor's Agreement Form; In format, we havei found that such, agree.- 
ments range from one paragraph Jn length, to three pages; some Included refer- 
ences to the laws applicable to certain Federal agencies;, others extended, the 
obligation as much as sjx months after employment. The briefest form observed 
consisted of qihe paragraph with a citation, to a university by-law. Others 
noted the conslderation^jfor_Jhh^ the detal led obi Igatloji, and excep- 

tlons. After a careful study of the forms, we recommend that fhe Inventor's 
Agreement should Include at least the following: 

A. Full name and Social Security number of the faculty member, or 
other type employee; 

B. Specify that the const (deration for the execution of the Agree- 
ment Is tn the employment; 

C. That the employee wl II assign all patentable material developed 
during this employment to the employer; 

D. , That the employee will assist In the patent preparation; 

That the employee will sign all necessary papers, to vest title In 
'the Institution. 
F, Signature of employee and date of agreement. 

It should be remembered that the. lack of a formal agreement Is not fatal. 

The courts have repeatedly recognized the rights of the employer. However, the 

' *■ • * ' * . 

lack of an agreement co\x\6 be costly In the event the Inventor should make ex- 

temal contacts or . agreefnents. Formal Inventor's Agreemep+a^;:;e.r(9qu I red under 

the various Institutional patent agreements of the Federal Government and are 

always Included In our Industrial contracts. .^^^ 

w * 

6 A ' 



The nejjt question is who should execute the I nventor^s Agreement? We 

found that a few of the educational Institutions and nearly all the indus- 

J 

tries Incorporated the agreement/fn the personnel appl ication; hence,, fh^re^^^ 
was no selectivity. For those mp utilized a separate^gjTB^nt^ther^^ 
genera r c6ncensus~th2jt^ but clerical, office, and maintenance ^i^rsonnel^ 
should execute this form. We follow this procedure. Several thousand agree- 
ments are on file. This includes all types of personnel, such as penTianeht* 
staff, research assistants, students, graduate or undergraduate, teaching 
faculty, visiting scholars, and consultants. To remind the staff member of 
his continuing obligatlph, the following statement is included on the monthly 
time sheet whlchjls signed by the employee and approved by the project di- 
rector: 

4 - t 

"With respect to inventions ^made or discovered by me, or copy- 
rightable material produced by me, in the course of the work upon 
which I am employed, I agree that my rights shall be controlled by 
the terms of The University contract or contracts under which I am 
employed, and I further agree to make such assignments of my rights 
as are provided in the terms of the said contract or contracts/* 

We recognize and have provided for that new employee who may have pre- 
viously filed patent applications and/or disclosures by specifically exempting 
such. Items from the new agreement. The format Is a letter to the fi le des- 
cribing the application or disclosure by the applicant. The project director 
..reviews the material and indlcat3s that he has noted these exemptions and has 
approved of same by countersigning the memo. This 'review Is made prior to an 
offer of employment. 

, / 
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. 5" In the normal sequence, the next form to be prepared Is. the Dlscfosure. 
This form should Include a complete description of the Invention, what It does/, 
what It purports to do, Identify what Is new and (1st the contract account v/hlch 
provided the research funds. Be brfef, length does not necessarily lead to 
clarity. A word of caution Is In order In the use of the word brevity. The 
Initial Disclosure on the Holography Patent was less than one page in length; 
this Included a figure plus approximately 100 words of description. It was duly 
signed and witnessed by the laboratory director. The best that I could do was 
to \Qq l,t In, and to contact the laboratory director for further exiplanatlon. 
This Initial patent resu I ted In a family of patents. To date, over $4,000,000 
has been spent In, an effort to develop commercial applications for Holography. 

Since the cour;t>-h^vejTe|d that the unsupported word of the Inventor Is J 

not adequate proof of the Invention, It Is essential that the Disclosure be 

witnessed and dated by one who Is familiar with the art and, yet, Is not an 

Inventor. The following 1^ recommended: 

"Read and understood by me this of 

day month year 



Signature 

During the past two years, we have developed the policy of haying the 
Disclosure recorded under the Preliminary Document Program. We have found that 
Industry Is mpre attentive and responds more quickly when they find that the 
Disclosure has been so recorded. It Is well worth the modest fee of $10.00. 
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One of the ever-present problems on. campus is, pub I Icatton prior to dis- 
closure. We recognize.Jhat every researcher has the, many^ talents of editor, 
photographer arid lawyer; that he fully exercises his cofj.stltutlonal rights of 
fra,^peech, but there is a well-known axiom of patent law, tjiat Is, protect 
yourself before publication. It Is essential that the Disclosure be submitted 

as soon as the Idea can be adequately described; faculty and research staff 

' I. ■ ■ • 
must be constantly reminded of this point. Despite a. relatfve^ly good public 

relations program, we stll I learn through the scientific Journals about ideas 

developed on campus. Certain foreign rights are lost when publication precedes 

filing. It would certainly be to our financial advantage if we had the'oppor- 

tunity of reviewing each publication. However, this would be an impossible 

tasj< foff us. At one time, we even entertained the= idea of sending a repre- 

sentative to the AMA. Convention In Atlantic City to see what papers were being 

0 

.pre.$j9nted by our staff . . ^ _ . . * 

Concurrent with^the completion of the Disclosure Form, We ask the in- 
ventor to complete a Record of " Invention. This form provides a chronoiogi- . 
cal record of tests, witnesses, reference to laboratory notebooks, drawings 
and publications. We have found that this form usually provides all the 
necessary data for the Patent Committee and the Attorneys Office to take 
appropriate action, 

/ 

' The next form to be comp I eted . is the Assignment. IMi form is used to 

transfer the inventor^s rights to the empMer. It should consist of the 

/ 

fol lowing: ' • 

A. Name -and address of the Inventor. , 
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B. \ Full title of the Invention, the serial number or the patent , 
number If appropriate. 

C*^ cite the consideration for the Agreement ($L00) and such lang- 

^ * «- , 

-o .... 

uage as "Sell, assign, and transfer unto said . . • . . the full 

and exclusive rfghlj to the said Inventor or application • • • • . 
.o.-and to any and all Letters Patent which may be granted • • • • 
D* Inventor authorizes and requests that the Commissioner of Patents 

Issue said Letter of Patent to the employer; 
E. The completed form Is notarized and forwarded to the Commissioner 

of Patents to be recorded. A copy of the Assignment Is .returned 

with appropriate notification as to Reel and Frame. 

At the University of Michigan, we have developed over the years a generally 
acceptable one-page Assignment. This rosulted from the combined efforts of The 
University and our Industrial sponsors. - ^ ^ 

> ' o 

. Assuming that the Idea has commercial potential, the next order of business 
would be the preparation of a license. It has been bur experience that each 

o 

license must be accorded' Individual attention; there Is little standard boiler 
plate. The license Is a very critical Instrument; close attention must be paid 
to each detail; protect yourself at all tlmels; anticipate possible areas of 
misunderstanding. A license could be a great asset or It could be a bust. 
You can expect cohslderable negotiation with each prospective licensee. The 
license may be very simple, or very complex; It may spell speclah usages, adr 
vanced con.sl derations, geographical l.lml tat tons, royalty schedules, quality con- 
trol, cancellation for non-performance, etc. 
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l-would llke to cite a product that some-of- you may have seen last nJght 
on.T.V.; namely, the "Safety in Sports" special, which featured the new football 
. helmet developed by Dr. Richard Schneider, Head of Michigan's Neu.:psurger^, 
Department. Vor ten years Dr. Schneider headed the Football Fatality Committee 
for the NCAA. Despite a full class schedule, surgery, guidance of graduate 
'Students, etc., he still found time to- improve the protective qualities of a 
football helmet. The helmet is now being field-tested. We have included a 
copyof ttie actual license in our packet, and the following should be noted: 
.'A. That the headgear and/or helmet is limited to certain sports such- 
as football, hockey and boxPng; it does not include industrial 
safety — that will be the subject of another license. o 

B. The different royalty schedule of 5% for football and hockey 
helmets, and 2% for other sports,. 

C. Advanced payment of $60,000 for executing the license. 

D. Assurance of productivity; that Is, if. the licensee does not 
actively oursue thS manufacture of the Item, the license will 
be cancelled. This is a most important provision. 

In addition to the forms that were previously m'^antloned, vfa have also in- 
eluded copies of our contract forms, and other material that may be helpful. The 
> prime consideration for our participation in this Conference was the opportunity 
to ekchange information. You may call it "quid pro quo," or reciprocity, or^y 
otiier-^ express ipn which mea.n^s that we share our talents, i trust that my few 
words, plus the packet of information will be of some value to you. Any simi- 
lar material developed by you would be welcomed. 
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iNtEFy^ML ADMINISTRATION OF TECHNOLOGY 

-TRANSFfR:^ — ^ — ^ 

EVALUATING TECHNOLOGY AND FILING PATENTS 

Lawrence Gl Ibert,* 

Di rector^ of^Patent Administration 

Massachusetts Institute of Technology 



Two topics of major importance to the internal administration prbcdss are 
the. ©val uation of the worth of your technology and'the process of actually fil- 
ing a patent application. I will begin with the evaluation process..^ 

o 

In-house evaluation* The use of faculty committees or outside committees 
for evaluating technology for the purpose of whether or not to file patent appli- 
cations should be avoided like the plague. Nobody knows what inventions wj 1 1 

0 

A 

make It to the market place. Hence, a few guidelines plus common sense should 
suffice to enable a Patent Administrator to make a decision to file or not to 
file. Deci^slons to file should be based on the technological merit, the market 
potential and the patent status. An evaluation Is more suited to a Patent Ad- 
mlnistrator. Committees should concern themselves with policies not operations. 

What are the guidelines? First of all, inventions, covering products, de- 
vices, systems, instruments, and chemical compounds should be sought out, Iden- 
tified and a decision to file made on the above-described basis, especially, j 
processes and products that comply with new government regulations, and products 
that address themselves to the consumer market. 

o 

^ since a 1 Imlted-rnarket potential Is the prime factor In shooting down an. 
otherwise good invention more will be said about that later. 

?See -^Append i X B tor biographical Information 
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Inventions dealing with circuits, components, improvemeryts to instru- 
ments and inventions that will result In merely a paper^patent should^be 
avoided. 

Within this framework the Patent Administrator must adopt what I refer to 

as the "shotgun approach." You. spray your filings in the general direction of 

' ■? 

the market place and hope that 10^, maybe 20% of those get there. 

\ 

E valuation by outside- fl rms. The use of specialty firms such as those 
that have sponsored this Forum to eyaluate the worth of technology can be 

effective, if properly utilized. However, jt is my general feeling that more 

?> ' y 

of ten- than notthe Patent Administrator has already decided not to file and 

» <^ « 

merely wants a confirmation o^ that fact in writing from the specialty firm, 
hereafter called XYZ Corp. The Administrator can then tell h!s inventor "We 
would like to file for you but XYZ Corp* turned us down and here Is a copy of > 
their letter." it should not be surprising then to discover that the XYZ 
Corp.^s rejection rate is very high. It'is a case of Junk in, junk out. I 
have heard more than one University Patent Administrator complain that the XYZ 
Corp.^ wasn't providing any service. To quote one, "No point in sending a dls- 
.closure to them, they won't file anyway." In considering the rate of dis- 
closure vs. the rate'of filing by XYZ Corp., perhaps the University Patent 
Administrator shobid reevaluate his techniques internally in locating quality 
disclosures by opening up and fostering channels of communication with key de-^ 
partments; specifically those which have the greatest potential for doVeloping 
new marketable technology, such as, medicine, agriculture, chemistry, biochemistry, 
chemical engineering and the like. Companies ipelling products in these areas are 
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used to the licensing process. They understand the nature and the process of 
embryonic technology which is the hallmark of the university invention and are 
willing to^KS^s-^^-fgh risk necessary to bring, the inyention to the market 
place. ' ' * - . ^ 

Periodic group meetings with these departments can serve to remove the 
mystery about patents, the relationship of a publication to a U.S. filing, to 
*-a foreign filing,, disclosure requirements, and claiming. More of that later. ^ 

0 

The faculty from these departments might be surprised at some of the benefits 

o o 

that can be obtained from patent filings; for example, industrial support, visit 
Ing scientists associated with that support, university- industry exchange of 
Ideas, product or prototype development of an invention, consulting, a license 
agreement or an option and royalty sharing. For' example, a,t MIT we are Jn the 
fl^nal stages of an agreement with a Japanese pharmaceutica;i company that will 
provide for a joint development program to .be conducted at MIT for a minimum of 
two years at a cost of approximately a quarter of .a million doJIars In order 
to find commeVcially significant ant ibJ otic compounds'; Now six of the, seven J 
of those preceding described benefits we will obtain in this case. Such a 
joint development is necessary because th^ compfounds exhibit activity but not 
conwercial activity.* To find commercial.Vy sigrA^^ant compounds is another 
matter and our Inventor estimates that It^^nY^ke a minimum of two, perhap's 
three or four years to find them. Without a development program you have a 
very Interesting invention, but one that would never get-off the ground. 

If you don^t know much about patents and hence dbnH feel qualified to 
conduct group meetings i^iWyour departments, you can always find a local 
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patent attorney that would be happy to step ^In for you and explain the vagaries 
of the patent system, * , . * 

To^^^^urn^to our hypothetical specialty firm, XYZ Gdrp.^t can serve to 

lda(<tlfy 'the commercial potential of the Invention and take reasonable risks to 

T ^ ' ' . ^ 

(jtempt 'to bring it to the market place, but It canH "make a silk purse out of 

tow.'s ear." It »ls also my opinion that XYZ Corp. should meet the situation at 

l^^t halfway by. Initiating programs at the uplverslty that will generate more 

quaffWy disclosures* . . ' 

J, ' • 
im up, It you* desire assistance fnom an XYZ Corp,, to have any chance 

of success In terms of royalty return, you must develop Internal channels of 

communication with your faculty. 

, * 'Determinin g the size of the marketplace . Many inventions are meritorious, 
they fill a need, they work well, and have advantages over prior art devices. 
Yet often no one Is Interested In developing commercial prototypes. What's 
wrong? A couple of recent examples may serve to lllustriate. 

MIT In assocla-flon with the Mass. Gendra! Hospital developed an Infant mask 
respirator useful as a d'l agnostic tool In determining whether an Infant brought 
Into a hospital and unable to breathe properly Is suffering from a heart or a 
^ lung condition. . I f^the, problem Is In the lung the mask could be further utilized 
as a moans of a^slstlng^ the Infant In breathing.' k\l filed a patent application 
on thd device a^nd a patent recently Issued. Several masks were made and success- 
fully demonstrated In Boston area hos|5ltals* I brought In or contacted several 



companies,- none of which went beyond the Initial evaluation stage, because all of 
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the companies did not perceive a big enough market. Good Inventions aren't 
necessarily commercially successful and commercially successful devices aren't 
necessarily innovative. The story is always told In the market place. 

A second example Is a recent Invention brought to my attention by another 
university. It Is simple and eftectlve; a blood wa'rming device. In^this case 
no patent application has been filed which makes It difficult to supply the 
necessary Information required to generate within a company a champion or some- 
one with clout who has the capability of motivating his company to bring the in- 
vention to the market place. It Is commonplace for many universities In such a 
situation to require so-called secrecy agreements. But Is that wise or necessary? 
I don't believe In the efficacy of secrecy agreements and do not advocate use of 
them. In the first place/ such an agreement Is In conflict with the usual open- 
door unl verslty pol Icy. Secondly, most companies are unwilling to talk to you 
unless It's on a non-confident la I basis. Thirdly, a university rarely has know- 
how so must rely solely on Its patent rights. Accordingly, If the Invention has 
good market potential you file. If It doesn't, you don't. If the potential js 
unclear, you probably shouldn't file. What you can do In such a case and what I 
did jn the case of the blood warming device )f/as to contact a company In the 
field that I knew and that would be willing to evaluate the market potential of 
the device. I told them what the device was and what It did (but not how It 
worked). It was not a disclosure In the legal or the technical sense. Very 
little data was given. In fact a technical disclosure was not^glven to me. In 
this case the company perceived only a limited market and has promised to send me 
a brief report to that effect* which '^i'^shal1"^p>ss~orr; ~ . V 
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, The pojnT Is that no secrecy agreement was. required to get a .company to 
make an evaluation. Such an invention is more difficult to promote^ and it 
helps to have a contact^^ a track f:ecord. If the company's evaluation were 
positive, you could negotiate with the company to pay a third party patent 
attorney, acceptable to both, to file the application In return for the full 
disclosure, and grant to the company a right of first refus'^al to the rights to 
the Invention. There is an obvious danger in allowing the, company's patent 
attorney to file your U.S. application on your behalf. 



Fi I i ng for a patent . The best way to protect the university's patent 
rights Is by ffiing a patent application. A disclosure that contain^ the in- 
ventor's Idea in the form of a preferred embodiment, that is, the idea illus- 
trated by a specific example of how the idea works, can be constructively re- 
duced to practice by filing a patent application. It is not necessary actually 
fo make the prototype. Actual reducti^pn to practice becomes important in the 
case of an interference to determine the first to invent. Of course if the idea 
doesn't work, the patent application or patent may fail for Idck of operatJve- 
ness. * 

Nature of the patent a ppi Ication . A patent application contains pf^imarlly 
— — " ' — — " I $ 

a specification which must disclose th^ invention Tn sufficient technical detail 
S'b as to enable one having ordinary skill in the art to practice the teachings of 
the invention and claims which- define the area of protection that the patent pro- 
vides with respect to potential infringers. The patent rights, as defined by the 
claims, do not give the patented the right to practice his invention, a right he 
has, always had, but rather the right to ex^Jude others from so practicing. 
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The teachings as disclosed In the patent l)ecomQ~pHx)r^^ 



later In time, thereby preventing anyone el^e from gettlnig^\claims to whatever 



the patent teaches. In that sense, the app^l I catj on When; xt. Issues as a pe^tent 
serves as a publication. In contrast, a U.S. Pate'nT. Ap^l'Jcatlon Js held In 
confidence as long as It remafns'an application'. V' 

Timing of the Patent Application. ' There?' a^^^Jrace periods with respect 
to the fifing of an application. A 'one year ru Le/;obta I ns In the U.S. This 
means that the Patentee has up to/ one year 'Irom^the date of a pub I Icatlon to 
file an appj icatlon in the U.S;/^A^pJub I Icatlon rcan be described as a written 
document aval I able to the genef-aj^ pub I Ic^ ag^ opposed to a document general ly 
available, Accordi.ngly, a single; document In a university llbrarythat makes 
It available to the general publJciJs a pub 1 1 c^j^ I on while a large number of 
distributed documents that are;;general ly available may not be. 

For example, .a distributed bachelor's thesis in the Department of f^echanl- 

cal Engineering is available to all students and faculty In the depart^ment and 

' / ' ^ ' ' ' ' \ 

the university but an outsider would require a need to know. Hepce, the thesis 

is general ly availab[e ,to stude,pts arfcf J^aculty of the university but not aval I- 

ab I e to the genera I public, ' ' ^ 

,f' * 

Except in those countr ies ^that have grace periods, a pMb^lcatlon anywhere in 
the world becomes a bar to filing a U.S. Patent Application Ini foreign* countries* 
However, If a U.S. Patent Application Is filed prioi;,t'0 ,a publication anywhere 

In the world, the Patentee has .one year from thjd^ditet^o^' 'the filing In which to 

, ;'^"?^/' /* 

— ~ — ♦ — — f .^^-.;^ y --Y 

file in any other country. This Is called a <p6oyention. filing and applies to3ll 



countries that are signatories to the convention. 
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One final point. Most European countries and also Japan will lay open a 

"Patent Application, (that Is, make It available) that was filed In that country 

13 months after the f lMng In. the country of origin, for example, a U.S. Appli- 

cation filed In October, 1974, subsequently filed In Japan October, 1975 is 

layed open In Japan In April, 1975, and yet the appi Icatlo.n original ly fi led In 

the U.S. Is kept confidential by the U.S. Patent Office unless already issued. 

As a result, many companies today learn of U.S.. developments (and yours) by keep- 

ing.tabs on applications made available under the 18 month rule. 

Use of ou tside attorne ys or firms to file patent applications. I would 
like to conclude by touching on the topic of the use of outside attorneys or 
firms who file patent applications. As has been discussed before, most uni- 
versities exclusively use outside local patent attorneys and it is clear they 
can offer some distinct advantages, for example, lower cost of fil Ing as opposed 
to an in-house counsel. And what are these costs? It costs between $1,000 to 
$2,000 to file the average U.S. application. Foreign filing can add from $400 
to $500 to file in Canada, to approximately $U000 In a country such as West 
Germany. • To run an internal program will require a minimum of 10 to 15 U.S. 
Patent Applications per year or about $20,000 to $30,000 a year. With that 
rate of fijing you can expect that it would probably take somewhere in the 
vicinity of five to ten years to break even. 

The other obvious advantage in having outside counsel has also been men- 
' tioned previously. It*s the face to face communication between the patent 
attorney and your faculty which not only .provides for a better drafted appli- 
cation, but it also allows the faculty an increased opportunity to gain an 
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understanding of the .patent system. 

Summary > In summary, the best advice that I can give to a university 

patent administrator is to develop and improve his channels, of communication 

* , ' ' \ 

not on Ly i nterna I I y but a I so externa I I y • 



-ft 



Note. Due to a lack of time there was no discussion following this panel 
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MECHANISMS FOR 

TECHNOLOGY TRANSFER: - 

THE ELEMENTS OF A GOOD LICENSE AGREEMENT 

Clark A. McCartney, * 
Director and Patent Administrator, 
Government Contracts and Grants, 
University of Southern California 



■» 



There are, in every case, standard elements for a License Agreement. 
As you have just heard from Joe Keeley of the University of Michigan, 
License Agreements are developed from the specific situation of the inven- 
tion, your requirements, and those of the Licensee with whom you are dealing. 
However, I will attempt to discuss some parts of a License Agreement that should 
be considered. In the instancy of my institution, whether it is the best 
route -to tal<e or not, we have become directly involved with negotiating 
License Agreements. We include in our negotiations a team of three persons: 
that is, the Inventor; the Patent Administrator, who acts as the Business 
Negotiator and Final Arbitrator on license terms for the University, and the 
Legal Counsel for the University. We find that this is- an effective team 
mechanism for arriving at the best negotiated License Agreement for the ' 
University and the licensee to accept. I suppose such a mechanism is also 
a way of ducking some responsibility. If down the line several years you 
find out that you have negotiated a dud and you gave away the store, you can 
point to- the other two negotiators! There is always a, horrendous problem 
when negotiating a. Ufcense Agreement, as one asks himself: , "Should I have 
rncluded this tx^m? Was the appropriate schedule of payments sufficient, etc?" 

We've'/iad a discussion earl ier at this meeting in regard to the economic 
side d/'the invention picture and an inventqr's academic incentive to publish ^ 
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his or her research. Jt is a difficult problem as to tjie involvement of 
an inventor in the license negotiations. Many inventors, especially in the 
medical profession, will warrt to walk out the door when you start talking money. 
Many times, inventors will Insist on restrictions to themselves as to their 
royalty distribution agreement with the University, with or without oan 
Institutional Patent Agreement. If we are dealing with a federal, agency, that 
has granted the university a waiver of government ownership based upon our 
request for greater rights, there is a conditional requirement to serye the 
public interest by marketing of the invention at a reasonabje cost. Usually, 
the vehicle for bringing the invention to. public interest Is through a. I i cense 
with terms that will allow a licensee to market an invention satisfactorMy 
with conditions to his proprietary interests and available Investment capital. 
You are constantly concerned that you are acting not only to protect ^and 
provide for the interest of your faculty member and his ethical and profession- 
al interests, but also your institution's interests through 1he Board of 
Trustees, as well as the interests of the Federal Government. 

Usually, the decision has been made before license negotiations as to , 
filing a patent application. There are instances, and we could take quite 
a good deal of time just discussing the Issue, of when to start license nego- 
tiations, that Is, before, during or after fiMng an application or Issuance 
of a patent. The discussion about a Licensing Agreement. presumably occurs 
after It has been narrowed down to one potential licensee. Is this decjsion 
based upon a derived exclusive arrangement? Have you made that decision? Are 
you still dealing with one, two. or three different potential licensees. You 
have to make the decision, whether you are going to go non-exclusive because 
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of the nature" of the invention or are you going to go exclusive. How do you 
determine the best licensee for an exclusive agreement"? This determination 
should be preparatory to the negotiation of actual terms of an agreement 
with the selected licensee. 

Many times in the terms of the agreement you have certain conditions „ 
required by your sponsors that must be included in the license, either at 
the Federal Government's or the private sponsor's insistence. I am not 
here to give you a lecture on Contract Law and I can't stand here and tel'l 
you what the terms should be -in every License Agreement. However, there are , 
certain license terms and conditions that I can discuss with you that you 
should consider. As a matter of course,, every attorney in preparation of a 
License Agreement will include specif ical ly'who the parties are in the preambh 
Definitions in a License Agreement are very important and such definitions 
should be well thought out in detail' with reference to th^ invention itself. 
A discussion of exclusivity or non-exclusivity, assuming that you have ^ached 
a decision, will of course be discussed in the agreement. In the agreement 
for exclusiviJ^y, we have found that many of our agreements, including know-how 
provisions, have been fortuitous,, especia I ly in the case of a pending patent 
application where it might be on the weak side and the patent does not issue. 
We make sure that included with know-how provisions there is a percentage 
split of payments. A fall back i^s a good description of this provision. 
I have examples for you if you would like to review how the clause is written. 
' The kfiow-how clause, of course, defines in the agreement itself precisely 
what is fnei'^' by "know how". As Lee Stam said this morning, it is difficult 
to convince a -Rcensee to accept any percentage part of the payment schedule 
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for know-how if the patent application is not issued and there is a good 
.,deal of publ ica*^ion. Remember, you are in a negotiating situation for 
fhe Invention and the I i cense you are dealing with. 

In the ca^e of an invention that involves manufacture and product distri- 
bution, a statement on the delivery should be included. Inclusion of a 
statements^ clause is very important for any royalty type of agreement so 
that your licensee is required to provide statements on a regular basis 
(monthly, semi-annua I fy, quarterly or whatever) of the number of manufactured 
articles, etc. Books of account are normally required to be in the agreement 
in order that you can go back to an auditable entry into the licensee's books 
to make sure that there is a creditable reporting relationship between you and 
the licensee. By Including this term, a books of accounts clause, in the 
agreement, you provide for a credibility factor that cannot be ignored by 
the licensee. The payment provisions many times have many variables in the 
provisions according to the strength of your^invention. Royalties themselves 
can be fixed rates over the period of the I ife of the agreement. There can 
be sliding scales with offsets to start up costs for |he first year, as produc^ 
tion increases there can be sliding, scales for royalties. Royalties are business 
negotiations that require a good deal of effort. Many times marketing informa-: 
tion that the licensee provides, substitutes for i nformation' that you don't 
have yourself in order to come up with an agreeable royalty rate, 

"Front end consideration" in entering into the license agreement, is 
often a way of guaranteeing that you recover at feast the costs of putting 
a license agreement together. If you have a strong enough invention, many 
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times you can obtain this front end consideration in the agreement. As a 
matter of fact, I can recall one agreement we recently neogitated where we 
received .a nice healthy front end consideration of $90,000 and the licensee 
proceeded to exercise his termination privileges under the I i cense .agreement 
for his own good reasons. We are going to a second licensee now that the 
first one is out of the picture. The first licensee had some political 
problems within their organization as to whether they wanted to introduce 
a new product and unfortunately they didn't make the decision soon enough, 

A minimum rpyalty is another consideration in the payment clause. It 
provides for guaranteed performance on' the part of your licensee* This clause 
is not as readily accepted by many licensees becaus'e it holds them to a mini' 
mum investment in the license agreement. If you doji't have front end considera 
tion, I would certainly recommend minimum royalties, the first year and/or 
the second year- in your agreement. This also .provides some consideration, 
and shall I say, support for the agreement you have reached in explaining it 
to your Board of Trustees and Administration if they ask "What are you going 
to get out of this? What is the value of the contract?" Your answer can be 
"I don't know how many Things they are going to produce or how long they're 
going to be successful in keeping the product from being engineering around 
by someone else, but at least I can show you this, that I have minimum royal- 
ties guaranteed*" 

Proceeding from the payment area, a clause j;egarding sales to tKe 
Government (U,S., state and, local governments) must be considered. As 
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you are aware, the conditTons of our sponsored agreements for grants and 
cpntrdcts wLth the government provide a minimum royalty free licence rights 

to the government. You must make sure that this requirement is fully enunciated 

'J 

in your license agreement as to what rights the government has for sale of 
^ the product. I f you can receive back from your government agency a right to , 

sell through your licensee to state and local governments including a royalty 
^ rate, that's fine, otherwise, you have the definite requirement that the sale 

by the licensee to the government cannot include royalty payments. 

IMI mention a few other legal areas that are not particularly business 

* ._ , ^ '> 

oriented in the agreement, but must be ^considered. One is a sub^license 
clause with a requirement for separate statements and books- of account for 
each sub-licensee with approval by the licensor. Another regards infringe- 
ment of the potential invention — who pays for a lawsuit and who prosecutes? 
We have obtained some very interesting agreements in this area where if the 
licensee wishes to prosecute, they agree to pay or they may wish to 6ffset 

against the royalty payments during the period of an infringement suit. In 

< 

such a way we can escape the obligation on our part to pay for the costs of 
the infringement suit. However, It is^said the best way to fight'an infringe- . 
mentals to license the infringer. 

Consider including an improvements clause. The most beneficial improvements 
clause if the licensee makes improvements to the invention is to file an ^ 
add-on application in the name of the licensor with available exclusive rights 
to the licensee. And, in reverse, if you have improvements on which you 
file an application, then the licensee r.ecelves rights under the terms of 
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<^ your original I icense agreement. [ 
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In Foreign Patents Application, we are not in a position to go off 
fishing and pay foreign filing fees. We just don't have sufficient market 
information to do this and to justify the University filing all over the 
world. So we normally provide a clause that the payment oi foreign filing 
fe^s by the licensees on our behalf will again be offset for royalties paid 
for manufacture- and sale of the items in the country involved. This generally 
Is an acceptabl'e clause. ' i 

/ . 

Three more clauses are a termination clause which is very important, 
^ / 
material breach, and default by the licensee. This is the type of ^legal 

consideration that should be included in your agreement by afl means. We 

/ 

try to obtain a consideration as to whether the licensee desires^'to terminate 

through an appropriate notice. Again, here's another area of protection you 

/ 

- can obtain. The licensee must provide X number of days notice; and pay a 

/ 

•consideration for the teVmination. Believe it or not, we have included such 
a clause in several agreements. The renegotiation, clause is- usually included 
if the rights of the government materially affect. the licensee's rights. 
This i^s normal ly. insisted upon by the licensee himself. Remember .an Assignment 
Clause^. Especially in the area of medical devices, insist on the right of 
inspection and qual ity ^control rights on your part. We norma 1 1 y assign 
»the inventor(s) as consultants directly to the licensee for this purpose.^ 
■ Other elements of a license agreement include a No Waiver for Severa l-abi I Ity 
Clause as well as a Legal Notice Clause. A Due Diligence plause is another 
clause to be included* in an agreement. The discussion today on the "football 
license agreement was very helpful. 
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MECHANISMS FOR 

TECHNOLOGY TRANSFER: H 

MARKET I NG UN I VERS I tY TECHNOLOGY 

Niels J . Reimers,^ 

Manager, Technology Licensing, 

Stanford University 



After a short intrpduction, I plan to present what I hope to talk about 
in outline form, hitting the main topics and then in the question and answer 
session which we hope to have, I trust you will ask questions. It's going 
to be a nuts and bolts approach. I think the best learning comes from 
interchange of the audience with the speaker. 

o \ 

Edison once observed that bringing an invention to a ^Droduct was \% 
Inspiration and 99% perspiration. I recommend that any of you planning to 
undertake the marketing of University "Inspirations" read about Edison, and 
find out just what happened from the time that very first light bulb went on 



until the perspiration produced the product. 



Notwithstanding Ralph Nader (nee' Public Citizen! and the Antitrust 
Division of the JQstice Department you will ffnd that your invention or patent 

not a monopoly , with rapacious companies eager to sjgn licenses with you 
iri order to exploit the public, and I ^quote from Public Citizen vs. U.S., 
"All of the 'plaintiffs and contributors to Public Citizen are harmed as tax- 
payers and consumers because the patents and inventions have been developed 
at the taxpayers' expense either by Fedpral Agencies or with Federal funds 
and the regulations provide for the i ssuance^f excl usive I icenses. A reci- 
p lent of an exclusive license will acquire a monopoly with a concomitant effect 
on prices causing plaintiffs and supporters of Public Citizen as consumers to 
pay again for an invention which they have already paid for as a taxpayer." 
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That, is really simplistic! 

Should Mr. Nader and the Justice Antitrusters prevail with Public Citizen 
so'its and their efforts in Congress, principally now with ERDA legislation, 
this could be the first and last conference of thi's sort and the U.S.^ public 
would be the loser. And I don't mean because of Lost licensing income to 
Universities, which income would otherwise reduce the cost of education. I 
mean the* loss of research advancements into commerce which could be providing 
jobs', increasing productivity, enabling better bealth care, helping our 
international trade position by competing with new technology to offset 
our high labor costs, and so on. - . . 

Show me the situation where a University has developed an invention to 
+he point where it can be first licensed non-exclusively, and MM show you' 

\a company masquerading as a University. This is an exaggeration, of course, ^ 
because there will be situations where a combination of circumstances will ^ 

* enable non-exc^lusive Mcenses without an initial exclusive period. I think it 
is important to be aware of the fact, however, as many speakers have mentioned 
today, that generally you have to first license exclusively because your 
invention is very raw and only an exclusive position will encourage the neces- 
sary expenditure of private risk capital. 

Now- we are at the nuts and bolts part of this. What we do at Stanford, 
I do not necessarily advocate for all universal ties. We aj I tend to operate 
quite differently. Also, there is no typical case as each invention is quite 
different. ♦ ^ 

Another important point to realize is that the entrepreneurial emphasis 
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Is all-Important. Licensing undeveloped technology is not an objective process. 
It's quite a subjective process. You don* t simply list your invention for sale 
and have com'.'anies trotting around to buy it.^ 

ALSO, I would like to reemphas^i ze something that Roger Ditzel mentioned 
earlier today — doh^t use a Committe.e. It is really a one-on-one relation^ 
ship of. you with your inventor, and you with the companies, I feel thst is the 
best way to market technology. You are the one that has to decide whether or 
not to f i le. - " ^ 

Yet anotner important ingredient is timeliness. Inventions are very 
perishable. You've got to move out, and move out fast. You often have very . 

little time because of publication by youp faculty members. But more important 

•A 

Is that most technology has only a short technological life. You have to 
ride that initial wave of enthusiasm. By the time the patent is issued it is 
generally too late. In my observation, your chance of licensi^ng is Inversely 
proportional to the amount of time the invention has been known. 

Fo! lowing are the main topics thst ! hope to cover in Outline form, bu^ If 

we don't before my 15 minutes run cut, they can be covered during the question 

m 

and answer period. They are Evaluation, Identification of Prospective Licensefes, 
Approaching Companies, Licensing Strategy and finally. Closing the Deal. 

Evaluation . I realize that earlier today you have heard how others 
evaluate inventions.. That's actually the beginning of the marketing process 
at Stanford and it is critical to eventually licensing the invention. The 
first step, when the invention is disclosed, is to talk with the inventor 
and understand the invention. I realize inventions come from all technologies 
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and while you certainly can't be expected to have a total grasp of all 
techpqjogies, at least find out what is different about the invention. 
Why does the inventor feel it marketable? 

, You can also consult technical peers of the inventor. I don't do this 
too often. At the University of California, as MarK Owens mentioned earlier, 
they do use faculty who are technical peers of the inventor, 

V 

You can also use literature, market research reports, your business 
school library (ff you have a business school), and trade journals. I don't 
usually do patent searches, I don't think It's productive in most cases. 

When I do run a ^patent^search, it's generally not for purposes of evaluation. 

♦ »''>'* ' " 

It is for 6ther:^r:.^asons, ^ ^ ^ . 

The real key in your -evaluation process is contacting companies. Contacting 
•companies-wi I Lbri'ng me. into the next topic which i.s the identification of 
Ucensees. It's in your ear I y . contact with companies that you r6a I iy find 

out whether your invention is worth anything or not,^ They are the ones who 

^ ' - - / 

have to deal in the market place, , ^ , / * . ^ . 

In your evaluation,, you also of course need to look at whether an inven- 
tion \s patentable or not. You may, or ma^ not, call in a patent attorney. 
As you get further and further into thi.s you will find that you,,have developed 
a reasonable amount of skill in determining whether or not something appears to 
be. patentable, ^ ^ 

Identification of Licensees. ;Fl6w once youWe got the invention prelimi- 
narlly evaluated, ^nd you We decided it Is sometjiing you want to pursue a 
little bit further^ which companies will you contact? The kdy ts'a company 
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that has access to the market where your product wi I I be sold. It Is not 
necessariJy the company that presently has the appropriate technological 
capabilities. The key again is whether he has market access. If ft is 
a product that is going to be used in anesthesia, does he have salesmen 
calling on departments, of anesthesia, in: hospitals. It is nice if you could 
have both the market and technology match, but the most important factor 
again: does your prospective licensee have market access? 

* 

Ask your inventor. He will often know the companies in the field of 
his invention. Use technical journals and trade journals. Use the Thomas 
Register as mentioned by ,an earlier speaker. It is used by buyers. If they 
want to buy some rope, they look up "rope" and see a 1 1^ the companies that are 
engaged in selling rope. Or use "Standard i Poor^s", "Dun i Bradstreet", 
"Moody^s", "Buyers* Guides", and, on the West Coast, for electronic manu^ 
facturers, the "Western Electronic Manufacturers Association Journal" which 
I find is very helpful. 

In focusing more closely on the companies, you will find it useful to 
determine sales volume figures. If it shows a relatively small company that 
also tells you what level you^re going to reach within the company* Also, 
during this stage of ldent,ifying the company, obtain the names of the chief 
officers of the company. This can be easily done througfi "D & B", for 
example. Who do you contact in the company? That's a judgment call and takes 

me to, the next topic. 

> 

Approaching the Company . What do you have to offer? Is your inventor 
willing to consuLt? What Is your proprietary position? Is there a possibility 

V 

X 
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of benefits from future research to your licensee? Do you have a bench model 
of the invention? What kind of data do you have? Do yqu have something to 
see or demonstrate? ■-' ■ 

If your invention is very important and would thus, be very significant 
to a company, call the president of the company, contact him personally by 
telephone, or in person. I don't think that a letter is the best way to first 
approach a company. ^ 

You. have to look into the dynamics of their decision making process. 
They generally live on their in-and-out-baskets and meetings. Why should 
they look at something from the outside? You have to find a product champion 
within the company who is going to carry your ball for you within the company. 
It is very important that you select the right person. In some cases the 
marketing, manager is the wrong guy to contact. He can't get enough out of 
his basic research people. The research manager may be the wrong person to 
■contact. He only has a limited amount of funds, and he would like to support 

i 

his own projects rather than somethingr coming from elsewhere. Ycj hove to 
find the product champion within the company. ** 

In going out after companies and making your contacts, I ^find it is 
necessary to do it in waves.. You might initial ly contact orte, two, three, 
four companies. Again, that^s a judgment calL A key element that you have 
to consider is how much time have you got? We rece'^ive about six inventions 
a month and I have about 130 or so projects to fol low. You just don't have 
time to survey the industry. An^d that's not the way to sell technology either. 

After you have made your personal contact with the company, you invite 
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them to visit. Send a follow up letter and then follow up the letter. Put 
it on your calendar for a week, two weeks ahead. You might indicate in your 
.letter that "I'M plan to be calling you in a couple of weeks to learn of 
your reaction". Then he^ has to be sure to fol low up so that he is ready for 
your ca 1 1 • . 

It's not at all obvious how you select different companies. There. are 
some companies that set up such barriers to get through that you will find 
you just won't deal with them after a period o.f time. With some companies, 
the dynamics of interaction with them are such that you never know why they 
did not like your invention. I find the best companies are those where I can 
easily telephone a person within a company, and can have a meaningful inter-, 
action with him. In very short order, (and I am talking about a week or so, 
or less) he'll call back and tell me, "We're not interested for these reasons" 
Or, "We are interested, send us more information", and so on. It is just 
as important for you to be able to learn of the Inventions that you will 
discard as those you are going to take on. Again, this Ls part of our evalua^ 
tlon process. We keep our inventors closely informed throughout the licensing 
process. ; - ^ 

Licensing Strategy . Exclusive? Non-exclusive? Option agreement, then 
l icense? How important \s the invention?^ How much time can you devote to if? 

Do market research. I have a business school student who works full time 
for me during the summer, part time for the rest of the year. I also make 

;ava liable projects for business school students for course requirements 

\ 

With good results. 

1.12 
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. Should you file a- patent application before you begin to negotiate or 
not?. What material do you send to the company? Secrecy agreements, non- 
confidential agreements, media; we'll talk about that some other time. 

Closing the Deal . You have got to ride that initial wave of enthusiasm. 
You will find it is very hard to resurrect x months fater. It bears repeati'ng 
agai,n that university technology is very perishable. You want to move forward 
promptly while there is interest, while it has just been published in the 
Journal of Applied Physics and the technical community is still excited about 

it, to drive quickly to obtain an agreement and then move on to your next 

invention. 

' J* 
What are you going to char^ge?.' There are a great number of factors involved 
there. What is the extent of interest of the potential I icensees? Is one 
company the "only game in town"? Do you have two, three, four knocking at 
your door? The size of the market. Is the world market only ten? Is it 
an enormous market? Is it totally a new item? Is it a new process.? Is it 
just an improvement? What is the stage of development? How much work is the 
licensee going to put forward to bring it to a product for the public? All 
'of these you have to consider in "closing the deal". 

The preceding is the outline^ of what I hope to talk to you about which I. 
hope may stimulate questionSi 

I would like to insert one comment based on what I have heard earlier 
today - the Government doesn't invent, the University doesn't invent, people 
invent, the faculty is there to teach, not to invent. I don't necessarily 
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'agree with those who say because he's there/ because you're paying his salary, 
you ovyn his intellectual output. Our program is optiona.L 

Perhaps in the question and answer sessions later we can talk about"" 
software I i censes and know-how I i censes. 
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MECHANISMS FOR 

YeCHNOLOGY TRANSFER: 

HOW -UTAH SELLS ITS INVENTION?- 

C. W. Martin,.* 
Director, Patent and 
Product Development, 
University of Utah 



Before" I start I want to, indicate that there ar^ some pamphlets and papers 
up here at the front. Please feel free to help yourself. One is a little 
pamphlet on "What to do in Case of^ Invention" which is directed to professors 
and research wprkers to let them know we weren't going to steal their eye 
teeth. The second one is a "Guide to Preparation of a Disclosure". Actually, 
• I don't recommend that you follow it to the letter since it's a flexible 
thing. If a disclosure satisfies the requirements of an engineering notebook 
. it is satisfactory. The^next pamphlet is a foreign application handbook. 

I came from private industry and we discovered that it was a lot cheaper for •- 
one to prosecute his own foreign pat.ent applications -directly^with the foreign 
attorneys or agents rather than to go through the international houses in 
the U.S. This pamphlet telis how to, do it. If you need a list a.f good 
j)atent associates in foreign countries, I'll be happy to help you there. 
Tjie next one is. a copy of the University of Utah faculty manual which sets 
forth the patent policy. Here's one on the research notebook and how to keep 
' it'., We prepare, special notebooks. They are bound editions with a lot of 
. gold printing on them and we provide these for the inventors to keep records 
between the time of their conception until the reduction to practice. The 
next one is entitled "Patents, Inventions, Copyrights", a kind of catch-all. 
The last one is a story on what our Engineering Experiment station is doing to 
help industry, both inside Utah and out, in.appli,ed research. These are here 
"and available for you. • , 

* See Append])!: ti tor biographical infornia-f ion. 115" 
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One advantage of being the next to the last speaker is that you have been 
shot down in flames, all your stories have been told, and everyone has hit all the 
hot pcJints that you had noted in your prepared speech, so I am going to zero in 
on only a couple of points. I am going to. tell you how to find the man in the 
industry, to whom you are going to sell your invention, I will also touch on 
a few other points as I go along. 

Earlier we mentioned how to generate the submission of disclosures. The 
way we do it at the University of Utah is that we have the brown bag luncheon. 
I get in touch with the deans of the various colleges, set up appointments and go 
over there during their^lunch hour. There may be only five men or .there may be 

' fifty. I then introduce the subject of patents and why we have a patent program, 
what it means to them, and what it means to the University. This method has 

• been most successf u I . ^ 

Novy let's assume that all these good things have hap[)ened that we've heard 
here today. Your university has granted you enough money on July 1st for another 
year, and you have a patent program whereby everyone in the university has signed 
an assignment to you. You don't have to worry about that. You have the disclo- 
sure program set up and you are sitting in your office fat and sassy waiting 
for the first man to come in. You are full of confidence, you know you can. sell 
his Invention; either'^ that or you're going to work thro.ugh one of the companies 
that will sell it for you. You know that you've got information from a prospec- 
tive patentee who is going to^tel I you who you can sell it to. You may get this 
information out of the Thomas Register. You may even get it - and I don't think 
this has been mentioned before - from the patentability search. The search indi- 



cates other companies that are interested in this field of endeavZJTv^ It isn't 
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always fruitful, but it might be helpful. So you are s itting, there. It's 
all pat. You don't have to worry about a thing. In walks the tooth fairy. 
Now, he says, "Look what Mve got here." 'What have you got?' I ask. 'Well,' 
he replies, 'I've got purple and pink and green carb ides ^here and they are made 
out of the petunia pollen.' And I say, 'Well now fine, tell me about it.' and 
it turns out that it's not as silly as it sounds. , 0f course^ this is a ridicu- 
lous example but what follows might .really happen. 

* * 

In-to my office came a very le/rned professor who had decided to make 
silicon carbide out of rice hulls. Now there are no rice hulls in Utah >and 
I asked " 'Why are you going to make silicon carbide out of rice hulls.' He*' 
said, 'Well, I wanted silicon carbide in the first place. There is a shortage 
of it due, to the energy shortage in Niagara Falls,, and it's, not bei ng produced 
there and- what is being produced is in huge hunks, and has to be reduced in the 
ball mill. The silicon carbide wrecks the ball mill anyway, so I want to make 
it in submjcron sizes. I found out that the best source of this silicon carb-fde 
was in rice hulls.' 'So,' I said, 'finer-now what are we going, to do with it? 
'Well,' he said, 'there is a big market for silicon carbide in. reducing used 
automobiles, w.recked automobiles and scrap metal into steel.' " We looked into 
it, and he had a reduction to practice. Our records were up to date and we were 
ready to go, so we" filed a patent application. / 

Next, I want to tell you the ideal person you should go to in an industry . 
to sell your invention. You ought to go to the top salesman in the organization 
We had a president-at Marchant Calculators at one time who. was an ex-salesman 
and he was the best man to approach -with a new idea because he sold himself. 
A salesman gets caught up in your pitch, aqd he is associated with it. He 
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starts nodding hjs head anjJ going along with you, and pretty soon he is sold 

o 

himself. He is even offering a few pointers you hadn't thought of. So, find 
the salesman in the company because he always wants the new product yesterday* 
Now, if the President is a salesman, so much the better, ♦ 

Now let me tell you who +o avoid. Avoid the finance men because they are 
going to amortize the invention, they are going to work it out on their books 
and they will squeeze blood out of a turnip and they won't listen. Second, 
avoid the company patent attorneys because they are going to want to figure, out 
a way to design around it. Avoid the engineers because they think they can desi 
it better. As an example of that, Mr. Carlson the inventor of the famous Xerox 
copying machine, came to Marchant Calculators years ago. He. said, "Hey, I have 
a hot way to copy," and our engineer, so help me, said, "I can do it better." 
Obviously he didn't. 

Okay now you know to go to the top salesman \n the organization. And how 
do you find this man? Well, yoa've had a hint today. Pick up the telephone and 
ask for the president's secretary. Ask her a few questions. Secretaries are 
■very talkative. Just tell her what your problem is. Pull her into it. Make 
her a part of your problem. They like thfs sort* of thing and the chances are 
she will pin point your man. Now you make a contact with him. Okay, what do 
you need? If you've got a model, by all means take it along. There isn't a 
man in the world that can resist punching keys on a calculator, twirling the 
platen on a new typewriter, or the like. Give him something to work with. Let 
him seLl.jt to himself. It works and that's the way you sell it. 

Next, I want to touch on the matter of using outside sales help. I don't 
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■think it's had fair treatment here. Should you set up an inhouse organiza- 
tion or should you work through Battel le, Research Corporation, or the ^ . 
Dvbrkovitz group? These organizations complement the universities. Use them. 
Now, some of you are here from universities, without an existing patent organi- 
zation. An easy way to do it is to use one of these companies in starting out. 
You know you are going to have to have a man on campus anyway to make your 
government reports. So you can take that amount, say that he is devoting 
$10,000, of his time a year to doing this work. You've got him anyway. That's 
$10,000 you don't have to account for, but if you are going to run a decent 
patent department, one man, one girl, and pay outside attorneys, believe me it|s 
going to cost you. $50,000 a year if you have got any activity at all. Why not 
go to Research Corporation or to' Dvorkovitz .or Battel le or whomever, and enlist 
their aid. Try them out. Once you get over the $40,000 royalty income mark and 
you are assured of getting it every, year, then if you want to get your feet wet, 
qo ahead and form your own'patent department. But you wi II find out you sti 11^ 
are going to want to uae these fellows. I suggest tha.t this is one, way for you 
to get starte.d with a patent department and do it cheaply. Whether or not you 
shpu Id switch over later you'll get some argument from these companies, but for 
what it^s worth there it is. 

Now, I might as well go ahead and get my feet wet and jump i'nto this argu- 
ment about know-how.' I could feel the bristles "rising during tife earlier discus- 
sions about know-how and it really doesn't mean a lot. But as one suggestion, 
a gentleman from Germany told me that since the EEC regulations were enforced, . 
If you license in one country, you must license in all of them. He said, "I'm 
from Germany and I want to sell drugs in Germany. I don't want to sell in France. 
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He says, "It^s a problem. I don't want a competitor there," He. said, "Let me 
have It in the form of know-how," A word to the wise is sufficient on that one 
I think. 

Now,, we're getting down, here to contract terms. Should we extract a front 
jend payment? Well, this was touched on by. one speaker. And he's right. If you 
have a front end payment, first you are guaranteed that the company is going to 
do some hard work to get their money, back. I personally feei that the more front 
end payment you get, the better. Second, your patent may go dowQ the drain and 
all you end up with Is the front end payment, but at least it insures that they 
work on the project. Now, .what about the royalty? People say,- "What's your 
standard royalty payment?" Well, there is no such thing. If I have an inven- 
tion in the magnitude of adding a n^w and improved eraser on a pencil, I am going 
to get nothing for it, but if I've got a cure for cancer, I can name my own terms 
and get it, probably., So^ you have to play it by ear. Usually the royalty pay^ 
ment is smaller where the front end payment is largerj You've got to trade off 
their cash for a greater long term ^Investment, 

Next, should, it be exclusive or non-6xclusive? Well, it depends upon the 
Invention, For example, we will be having a patent issued very shortly on 
leaching ore dumps of mining companies. It would be ridiculous fof me to offer 
an exclusive to Kennecott. for example, because they can't use it anywhere but 
on their own dumps and it just cuts me .out of a possible royalty that. we might 
be getting from Anaconda, Phelps, Dodge and all the rest. So here's a perfect 
example of a non.-excluslVe licensing arrangement. ,0n the other hand, you some- 
times have to go to an exclusive license and that's where the licensee has a 
large Investment and can't stand the competition. In other words, you've got to 



do a lot of research on this thing. Well, I can't go put and sell a non- 
exclusive to some companies where we haven't even reduced it to practice for 

example." So you have to play that one by ear. , - 

; ■ • \ 

This brings us to the point of how you negotiate. Mayb^ this suggestion 
would come up better in the* later session, but MM tell you one thing that 
.works. It works for me and 1 just stumbled onto it. We were negotiating with 
a company on one invention and during negotiations the prospective licensee 
said to me, "Now lookee here, we're just poor old country .boys. We don't know 
what we're doing* here." I said to him, "Listerr, I looked you up in Dun and 
Br^dstreet." Th^e were four of them sitting there and they y/ere all multi- 
millionaires.. They owned a milling company, they owned the cultivated lands, 
they owned 200,000 acres of timbers that were uncut agd they owhed the local 
banker., I sajd, "Every time I've done business with you country boys when I 
lived in Texas I got my shir^t ripped off my back." He slapped his knee and 
said,' ^'Wel I , I guess we understand each other." During the negotiations things 
v^ere bogging down a little bit and he said, "You know, I think we could get 
together maybe, but that $50,000 front end payment you are asking is just too 
much." \ said, "Hold the phone we may as well forget arguing about the front 
end ^payment right now. .There is one thing that is not negotiable and that is 
the $50,000. Now if you want to talk on the other issues and keep the $50,000 
in the back of your mind, oq the back burner, all right," Which we did. 
Later oh In the afternoon, we had negotiated all the other points and the 
$50,000 was never brought up again. The point to be made is that you must 
establish the level at which you will not further negotiate. This sets the 
stage for all later negotiations.. We finally ended up getting the $50,000 plus 

« 
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a good percentage uf their net sales* Now, why couJd we get this much? This 
js what I am getting at and there is a funny story, which isn't typical but it 
happened. We filed^on the silicon carbide process before we even knew we had a 

^prospective customer, which is contrary to what we usually do, News'of the 
invention got into the papers and lo and behold the EPA had forbidden the rice 
millers to burn their rice hulls. The .first bJte we got was from a fellow 
who said, "Look, for God sakes, please come out here and put your machinery 
in here* I've ^pt 360 acres of rice hulls six feet deep and every time the wind 
blows I block the school buses," Well, this was too good to be true. , Soon 
as they. found out there was a buck to be made out .of silicon carbides, things 
went a Ijttle differently. But here is a case where we played it by ear and 

. got the maximum out of if,^ You've got to learn to play them by ear and you 
have to have the guts at some pojnt ip the, negotiation^ where you must say , , 
"No, we're not going to chapge on this," It'^s good tactics because once you 

say "NO" and you make it stick, then later when you say "NO", there is less 

" • ■> , ' » 

argument. Assume for example that they ask, you some jackass provision like 

^ ^ / ' : ^ ^ ' • . ' 

"I want you to hold me harmle'ss in case Mm ever sued for infringing someone 

else's patent,." You say, "Where did you ever hear that?" And if he says, 

"My attorney told me to ask you maybe,'* Tfi'^n- all you say is '-JNO", And he 

■«> » ' , 

will probably say, "Okay, I asked," ' . 

Now, as a realistic source of what royajties you might get, we use. the . 
College of Business occasionally. If we know the area in which the invention 
is going to be sold, we ask them to make a search of the records available to 
. them, and to tell us what the total business is In that area. If we have an - 
improvement patent, which is most likely what j-t.is, th^n we try to. determine 



the.jfaiP amount that we are contributing to the product. And let me tel I you 
one thing here. Don't ever try to force a license down a man's throat even 
if you think that he is not go i ng. to, resent it later- Don't ever do it because 
an agreement is a thing that's satisfactory to both sides. You both have to 
|-lve with "it and when you sign a contract with a man he should =1 ike the 
treatment that he got the first time. It is this repeat business that at 
thejend of six years is just beginning to catch up With us at the University 
of Utah, arid "l am tru I y thankf u I that I have realhy never taken advantage of 
a man; at/least I don't think I have. 

• Now that I have given Vou +he gist of- my story, I'll tel I you my joke. 
I heard this oneVhe oth^r day and I think it is apropos here because there 
are jusi" as many different methods of marketing as there are points of interest 
on how many children constitute a fair sized fami.ly. Two fel lows were talking' 
at a class reunion and Charl ie, says, "By golly, Joe, ["haven't seen you in 
ages, "what happened to you?" Well, I am married and got children." "Oh, 
yeah? How many chi Idren have yo^ got?" '^,h, I ^gpt'lix,'^ answered Joe. "Oh,"^ 
says Charlie with a faraway look in his eyes, "that's a great size family. 
I wish I had six children." Joe asked, "How many do you have?"' ^"Twelve", 
rep I led Char I le. " / ' 
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MECHANISMS FOR ■ - 

TECHNOLOGY TRANSFER:' 
' WARF - A SUCCESS STORY 

Howard W. Bremer,* 

Patent Counsel, ^ 

Wisconsin Alumni Research Foundation 

The only thing v/orse than being second to last on the program is being 
last-, especially if one follows an act like Clarence Martin's and with the 
cocktail hour coming soon* I'll watch the time,^but we still have a job to do 
here today: mirje is to tell you about WARF and yours is to listen. Now, 
if you finish before I do, please bear with me* 

Seriously, my topic is probably one of the easiest to discuss. Obviously, 
I wasn'^f present when WARF was incorporated in 1925, but it is a pleasure 
to tell a success story and. if you measure WARF's success by such circumstancial 
evidence as the totaj dollars that WARF has contributed over the years to 
the University of Wisconsin, it tends to support a conclusion of success. 
As Henry David Thocieau once said, "Some .circumstancial evidence is very strong, 
as when you find a trout in the milk." 

Irv Ant in has suggested that I may be able to gJve you some magic formula 
or Incantation for success. There are, however, no formulas which I can pass 
along to you which will guarantee success unless it's the old adage about 
hard work. Later I will give .you my analysis of why I think WARF has been 
^a success. 

I wi 1 1 begin with a bit of historic background on WARF which you may 
find interesting and some facts on the impact which WARF has had on the 
Unlversjty of Wisconsin. Detailed facts on WARF's beginnings and its cpntrl- 



* See Appendix B for biographical information. 
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butions to the University are set fortli in a report wliicli was prepared by 
prv E. B. Fred, Emeritus President of tlie University. I liave only a few 
copies of tliat report liere so if tliat supply is exhausted and you would 
like to have a copy please leave your name- and I'll be glad to mail one to 

you. . 

♦? • , * ^ 

In the early I920's Dr. Harry Steenbock, a professor jn the Bidchemistry 

Department at the University of Wisconsin, found that exjaosure of certain 
foods, oils, or pharmaceuticals to the ultra violet rays of a quartz mercury 
vapor lamp imparted antirachitic properties to the substances. He applied . 
for a patent oh this discovery and offered to assign his patent to the 
University. The University was not prepared to handle the patent and refused 
it in the following words: "The Board' of Regents -cannot be expected to allot 
money for a patent application when it is not certain that it will receive 
something for such an expenditure." The then Attorney General also ventured 
the opinion that the University had no power to defend patents and that, 
therefore, patents in the hands^of the University represented a questionable 
value. 

Subsequently, so that the Steenbock patent could bejssigned In some 
manner to benefit the University, a plan was proposed to organize a non-profit 
sharing corporation or a trust, the necessary capital of which was to be furnished 
by alumni and friends of the University, and whose management was to be in the 
hanas of Trustees. It was through this mechanism that Dr. Steenbock's objectives 
were accomplished. Those objectives were "To develop a plan for making use 
of patentable ideas of various members of the faculty that would protect the 
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individual taking out the patent, insure its proper use, and at the same 
time bring financial help to the institution and in this way further the 
University's research support." Subsequently, on November 14, 1925, with^ 
$900.00 in capital suppfied by nine alumni, each, of who contributed $100.00, 
-^ARF^s corporate charter was f iled. 

WARF was the first foundation connected with an. educational institu- 
tion to be formed as an agency Independent of faculty and regent control and 
without any endowment other than the Steenbock pat^.Qt. 

Fortunately, the Steenbock patent and the licensing program under which 
it^was administered turned out fo be a "winner", ultimately returning about 
eight mi 1 1 ion dol lars in net royalties. Thus, WARF's first and early income 
was obtained as patent royalties and the Steenbock net royalties, as well as 
those of some consequent "winners", foremost among which were the Link patents 
relating to the anticoagulant, warfarin, which provided the seed money from 
which WARF's current assets have been generated. Today the major portion of 
WARF's income is derived from investment activities. However, patent royalties 
still continue to make a significant contribution to such income. 

What is WARF's patent licensing program? 

WARF considers that its patent management program is an -obi igation to the 
University of Wisconsin faculty, staff and students which has as its major 
objective the transfer of technology from the University into practical use 
for the benefit of the publl.c* Generally, there is no requirement that 
inventors at the University assign their inventions to V/ARF or, for that matter 
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to the Un,iversity. , As a matter of University policy they are tree to dispose 
of their inventions in any way they please. Even where an invention is made 
with WARF-suppI ied monies under a WARF grant there is no obligation for the 
inventor to report or assign the invention to WARF. He brings his invention 
to WARF on a voluntary bas-is. 

The exception to these general rules lies in the area of Federal Agency 
funding, which was touched upon earlier, and where there jj. an obligation 
to the United States Government through the particular fqnding agency. The , 
University of Wisconsin is ^ party to an Institutional Patent Agreement with 
both the-ETepar^tment of Health, Education,, and Welfare and the National Science 
Foundation. WrF participated extensively in the negotiation of the provisions 
of those agreements in the form in which they are now offered to other institu- 
tions. Both of these agencies, as evidenced by the terms and provisions of 
their Institutional Patent Agreements, have recognized the incentive aspect 
that is closely associated with invention development and which Dr. Ancker-Johnson 
ta I ked" a bout th i s morn i ng . 

Because of its role as designee of the University of Wisconsin under both 
of these Institutional Patent Agreements, WARF has had its patent licensing 
policies reviewed by both agencies and has had those policies approved. It 
has gone farther than that, however, in relation to its designee role, in that 
it has a formal agreement with the University which recognizes the University's 
obligations where Federal Agency funding is involved, spel I s ouf^WARF's 
general patent I icensing. pol icies, and affirms that it will take no action 
which will be inconsiderate of the University's obligations to any funding agency. 
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Fortunately, WARF's relationship with the University is not on'y contrac- 
tual in nature but is also very persona I . We fee) we have very good people 
at the University with whom we work and we hope they feel the same way about 
us. WARF^s door is always opea to any inventors or potential inventors for 
a discussion of, any problems they may have. If s9meone calls, we try to 
accommodate them as soon as possible which is very often the same day since 
we realize that timing can be essential and, as was suggested earlier by 
Niels Reimers, the follow-up should be quick. i / 

I should add one ofher important factor. According to WARF's policy, 

* » ^ 

the inventors of any patents which WARF administers receive \5% of the net 
proceeds. Where there is a sole^ inventor he^alone receives the 15^. Where 
there are joint inventors the iqiventors as a group receive the 1 555. There is 
no deviation from that polJcy. The remaining 8555 of. the net proceeds becomes 
part of WARF's annual research grant to the University. I should also ex^ 
plain that in most cases 1555 of the net is really closer to 1555 of-^the gross 

receipts obtained from the management of an invention since no overhead costs 

•J 

are charged against invention accounts. Only the djrect out-of-pocket 
, expenses incurred In handling a given invention are charged^agalnst that 
particular invention. After those expense:S have been recouped through 
I icensing or other arrangements, the inventor begins to share in the royalties 
at the 1555 rate; 

In line with the general topic this afternoon "Mechanisms for Technology 
Transfer", I would like to make just a few remarks. 

First, I would like to talk about the patenting approach. This morning 
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Dr. Ancker-Johnson said, something, w.hich I have heard often before and which 
has always botliered me. She called a patent a monopoly. This, I sincerely 
believe, is a misconception and a misunderstanding but one which has served 
the antitrust boys all too<well. (These are the people that profess not 
to be "ant i -patent" ,but through their participation in developing the pro- 
posed "Administration Patent Bill", the prD«.i sJons of which could emasculate 
the patent system, leads me to believe the contrary.) In considering the term 
monopoly, keep in mind that a monopoly is something that deprives the public 
of something that it has. Patents don't do that. Rather, they give something 
to the- public — the disclosure of the new invention. The consideration for 
-that disclosure is the seventeen year period for which the patent owner can 
'exclude others from practicing the precise invention claimed. Observe further 
•that the right is one of exclusion only — no right to practice the new inven-" 
tion is conveyed. Such a situation obviously, could and often does lead to 
innovative efforts by others to avoid the patent. Then why patent? Why work 
under a -system that has been defined as "an iron-clad, invariant, system of 
exceptions to a set of ever-changing, quasi -existent, rules"? A major reason 
is that a patent can provide at the least cost a solid base from which benefits 
for the University can be derived. Th.is is an important consideration from 
the University viewpoint. 

In licensing an invention we use the approach that Niels Reimers has 
suggested, for we too believe that personal contact is most important. We 
don't circulate lists of inventions and we discourage people from using 
such lists for evaluating their interests in what we might ;haye to offer. 
We sincerely believe that face-to-face contact is the only approach which, 
in the end, will bring a satisfied licensee back a second time. 
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* There Is a story that one of my colleagues tells that I think supports 
the premise in the face-to-face approach to licensing. It seems that at one 
time one of his friends was looking for a job but could find no employment 
for which he was particularly trained. He did notice an ad for a bulldozer 
operator but he didn't have the slightest idea of how to operate a bulldozer. 
Nevertfieless, he personally applied for the job. The foreman asked if 
.could run a bulldozer and was assured that it was no problem at all. He 
climbed aboard the machine without knowing how to start it. In fact, after 
much fooling around he couldn't even find the s'tarter. After a short time 
the foreman returned/and asked him if he was having trouble. He said the 
machine wouldjijt start whereupon the foreman climbed up and started jt. 
At that point the foreman asked if he knew anything at all about operating 
the fhachine. The obvious answer was "No" and consequently, tie was fired on 
the spot. But, said he, "I learned how to start a bulldozer." The moral to 
that story is of course that as a result of the fac6-to-face contact you 
are better prepared for a second attempt. You get the feedback from the 
potential licensee. Why didn't he. take your invention? What a're the real 
reasons for not taking it? Is it a matter of economics perhaps pecul iar 
to that potential licensee? Are there other problems present which you may 
not have foreseen? Answers to such questions are certainly going to help 
you in preparing for the next contact that you make. In general, we look 
upon a licensee as a partner in the invention and we try tp design our 
licensing arrangement so that in its operation It is equJtable and mutually 
beneficial'. That makes everybody happy in the long run. 

Let me now give you just a few facts on the results of some of WARF's 
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efforts vhich, we believe, are attributable, among other things, to the face- 
to-face policy It applies In licensing. Some of the data I am about to give 
you are somewhat reminiscent4of 'fell of the many stories you have probably 
heard which start ."I have some good news for you and I have some bad news 
•for. you." I'll begin- with the gpod news. Over the period beginning with 
1928, when WARF made its initial grant to the University of Wisconsin, until 
June; 1974, WARF has been able to give grants to the University totalling 
aver sixty-seven mi l I ion dol lars. During that same period WARF has had 
forty inventions which produced licensing income of some sort. (Please 
understand, however, that those forty -inventions .didn't produce the sixty- 
seven million dollars. Those are the combined funds, derived from many 
sources.) Of those forty inventions, fourteen have produced between $10,000 
and $100,000 each, nine have produced between $100,000 and $1,000,000 each 
and three have, produced more than $1,000,000 each in net royalties. 

Now for the bad news. . The forty inventions which produced the income 
required consideration of- 1,552 disclosures which were brought to WARF 
and from which came about 360 patent applications and ,247 issued patents. 
We currently have about 70 disclosures still under consideration arid get 
new ones at the rate of about 60 per year. Currently, the pending and 
issued U.S. and unexp irW patents total about 275. These patents represent 
in reality about 165 li.censable areas of .techno logy since some of the I icens- 
able technology is represented by morfe than one patent. Thus, using those 
figures as a base, only about one out of every 40 disclosures considered 
for patenting and administration during WARF's lifetime has ultimately produced 
some income. There is really no way that one can predict that an invention 
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will be successful at the time the initial disclosure is made, particularly 
when the criterion for success is the income which can be derived from it. 
If you, or your Board of Regents,, or with whomever you deal, looked only at 
the odds against an invention generating income in view of our experience, . 
you might be inclined to take all of the monies that are budgeted for a patent 
and licensing function to the local. .race track where the chances for gain 
on the "long shots" are often better. However, fortunately or unfortunately, 
depending upon your individual Viewpoint, there are many other considerations 
which enter into the picture. Major among such considerations, of course, 
is the movement of technology ^from the University into use for the benefit 
of the pub I ic. 

It !s interesting to consider what impact upon the general economy 
the inventions which WARF has successf u I ly J icensed has had. I don't think 
many people have looked at that aspect ofjlcensing. To arrive at some 
reasonable conclusion we have taken the amount of royalty income which has 
been generated by each of WARF's forty licensed inventions and have trans^ 
lated that royalty income into the .estimated sales which the licensees had 
^ to make to generate that royalty Income. These are the results of that 

translation: Four of the Inventions represent one billion five hundred 
millfon dollars in sales; oine inventions represent eighty million dollars 
in sales; nineteen represent twenty million dollars in sales; and eight 
represent one million five hundred thousand dollars in sales. The Impact 
on the general economy of the licensing of Inventions generated by programs 
at the University of Wisconsin is certainly evident. And this is only a 
single University's, impact. Also, consider the impact on currency balance 
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of payments which royalties generated by licensing In foreign countries can . 
potentially have. WARF, for example, has had a number of inventions where 
the. Income from foreign , sources through licensing has far exceeded that which 
'has been obtained in the United States. ' . 

# 

In summary, WARF can perhaps be classified as a unique success story 
because of many Interrelated factors. The ones I have chosen which -I think 
are most significant are these: 

1. Its concept and its basic governing principles came from 
ped'ple who had a great deal of foresight; 

2. Its early administration and investment pol ici es^'^were Jn 
the hands of able and dedicated people; 

3. The J^ntion in relation to which it was conceived and 
founded was highly successful; 

4. And this is very important, it was founded at a time and 
^ . has functioned through a time^ during which the tax- laws 

were myph more favorable to this kind of organization 
than they now are. (The tax aspects related to the 
planning for and operation of a patent licensing organi- 
zation are something that you wUI have to very carefully 
consider in view of the tax act of 1969.); 

5. It has made many good friends in the industri a I -commer- 
cial scene and such good friends can be cal^pd upon' 
for an analysis of some^ inventions in the absence of 

. thej:kind of protection afforded by a patent application 
' or patent; 
and last but certainly not least- 

6. It has been blessed with good luck. 
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MECHANISMS FOR TECHNOLOGY, TRANSFER 
DISCUSSION 



Mr. Latker: I have enjoyed all these panel speakers very much and all 
their points v^ere^well taken. Being with the Federal Government,^ however. 



I do have somewhat pf 'a problem with the overtone that for an invention pro- 
gram to be successful it must produce income. I have a different view on the 
idea of the necessity for producing income. To my mind, a successful patent 
program is one that provides a situation In which the inventor ultimately 
knows that he has failed. There are many situations in which the inventor Is. 
in an organization that makes no effort to provide him with the knowledge , that 
his invention is a reaL washout. Frankly, in a situation like that I think that 
you have an unhappy environment. To my mind, the university environment especi- 
ally should be one that gives the inventor the chance of knowing why his inven- 
tion ultimately failed. If the program provides no income back to the university 
that can be ploughed back into the research, well, I think that's sad, but that 
to me Is not a^mark of failure if the creative people on the campuses know that 
their institutions have made their best efforts. 

_ ./ 

what he means by the "fall back" clause. 



0 

Questioner: 1 would like to have Clark McCartney tell us a. bit more aboui 




Mr. McCartney: The first type has to do with the percent split on^&yments 
between know-how and the license of the patented invention. That is orje fall 
back clause where If your patent application fails, you still have sanething in 
terms of income for this agreement. Another type of fall back, of course, is the 
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minimum royalty payment clause where It's a fall back to where you. have a per- 
formance guarantee written Into the agreement s6. that the I Icensee Is bouncH-o 
delJver X dollars to you for minimum performance. 

Questioner: In view of the panel's compents on recommending that the per- 
sonal approach be used to llcenstog, I was wondering If they 'would care to 
analyze the 'government' s approach which Is advertising through NTI (National 

Technical Information Service) as^a means to obtain Interest from Industry? 

\ 

Answer: I think that's almost hopeless. 

* 

Questioner: Should the licensor or the llncensee be placed In a posi- 
■tlon of handling the enforcements of the Invention In case the Invention is 
■being Infringed by a third party,? * 

Mr. Martin: We handle this at the'uni versltyLof Utah by making It op- 
-tlonal. Our agreements Include a provision whereby upon notice by the licensee 
that there Is a potential Infringer, the University of Utah, as licensor, may 
or may not file an Infringement suit. First, If the allegation Is unclear^we 
don't want, to be forced Into. filing something that we feel has no merit, and 
in those 'casea we turn It down.' Then the licensee has the option of filing - 
•sul.t himself In our name. We agree^. to cooperate In all respects, but theJIcensee 
must, underwrite the suit and he can keep everything that he makes out of It. 
Contrary to something that was said earlier this morning. It does not relieve 
the licensee at any time of .having to continue h]^ royalty payments to us. 

' Questioner: I wonder If the panelists would, comment on improving the 
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success ratio by'-tetting the need to pull the technology be replaced by a' 

push of technology into the market-place. I think that some pf the organiza- 

tions you deal with have applied reseai^rch prograrrg which could dq^tha1>wprk. 

For exarpple, you activefy seek to do research in areas 'where something patent- 

^ab|e might come out of it and maybe the -one )n forty success raticvould be 

♦ 

Imprpved. Does anybody have any experience in trying that,f 

Mr. Bremer: I think the approach that you have to use is that the need 
try to pull the technology - I can only speak for experience at Wiscoq.sin. 
In looking toward the applied areas you are in a-l I probabililty looking pri- 
mari ly at the engineering school or the agricultural schoi^ within a univer- 
sity. 'The agricultural schools have generally taken the position that they 
are providing a service for the state, especially If it is an agrlcultursLl ly . 
oriented state, as Is Wisconsin, and they usually make the results of their ^ 
Investigations available through publication or other means without moving 
In the direction of patent protection^ There are exceptions, of course. 
In .the^Engirieering School there is a dif ferent' mechanism that Is sometimes 
employed. For example,, a company can make a specific grant to the university 
that Is designated for use by a specific Investigator for a specified encf. j. 
However, the university will not accept that kind of grant .with any restrictive 
clauses attached such as a restriction on patent ownership. In such asltua-^ 
tlon the company can do an end run. In a sense, through a consulting agreement 
containing an Invention Ownership clause with the investigator to whom the 
grant Is directed. * In that way the company would obtain the benefits of the 
applied research but without Interfering .j*l-th the university protocol. So 
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you can do applied research with company sponsorship at a university by em- 
ploying that mechanism .and 1 think that may respond Jn a sense to what you 
are looking for. 

( % , " ' ' " 

Mr. Gentry: ' I *m not sure what Norm Latker's point was about making 

money and success but Jn my administration of patents, and the knowledge I 

have of others, I don't know of any situation where an Inventor Is told that 

he will be unsuccessful unless his Invention makes a lot of money. I think 

we all work overtime to try to let down Inventors whose ideas are not the 

greatest In the world as gently as possible and to make him feel successful. 

So, Norm, what was your point? Maybe. I missed It. ^ 

Mr. Latker: Some of the people here haven't really entered Into active 
programs. There was. some overtone ^long the line that, well, this Is a diffi- 
cult business and there Is a prospect that you know you'll never make a nickel 
In the business. The only point i was trying to make is that if you never 
make a nickel, but you do have a program, then you are serving a purpose at 
the university by providing to the Inventor the knowledge that he Is being 
taken care of. 

Mr. Bremer: I think. Norm, that the primary purpose, and we certainly 
subscribe to this purpose. Is the transfer of the technology out of the uni- 
versity community and Into public use as quickly as It can be done on a rea- 
sonable basis. Money-making Is really Incidental to that process and that's 
where the good luck comes In./ If you catch the good ones why that's fine, 
but I know In WARF's liJ story tjiere have been many Inventions where there has 
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been a transfer of technology with J Itt I e expectat 1 6a any return at al l 
and .it has been Just a matter of siarendfpldlty where some return has been, 
generated with a late blooming kind of patent on some technology that Inltlan 
was not expecteid to generate any kind pf Income, this has, perhaps, been 
expeclal ly true In the medical field. 

Mr. Latker: The feedback to the Inventor^ I think, fs very Important in 
continuing his research. He may be living in an Alice, In, Wonderland sort of 
situation and feedback would help him guide his future research. The hope of 
ever getting big. ones out there If you don^t ever have a patent focal point 
In your institution Is not a bright one. 

Questioner: I just want to Inquire about Infringement from the other 
side of the coin: the defense of the Infringement, say. In what the Institu- 
tion should or should not reasonab ly exptect to take In that area. We have 
been asked In{^a few cases at least to bear the expense of the defending. In 
the event of that contingency, we have resisted so far. I don^t know whether 
pur fears are justified or not; 

Mr. McCartney: Well In my discussion on the Infringement clause, which 
was limited obviously because of time, I made reference to the fact that we 
of course allowed the licensee to defend In an infringement sult^ or bring 
Infringement for that matter If he wishes to do so, and prosecute on his own 
without expense to the llncensor. However, 5f we come up against a toughy 
and we want to continue negotiations, we have allowed, that where he has to 
defend^, then expenses could be offset at some percentage, of the royalties 

1,3:8 
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received from the lincensor payments. That fs a trade-off which has gotten 

us over some of the difficult areas ?n negotiation. 

, ♦ * 

Mr.- Bremer: Of course, If you- license nonexclusive I y, you've got two 
optlo'rvs and' that's the easlest,.way to go In that circumstance, that fs, to 
license rather than litigate. -A nonexclusive license-can be designed to . 
have exclusive overtones through setting up a royalty schedule which wi 1 1 
giye^the benefit of a semi -exclusive arrangement but stl 1 1 provide an In- 
centive by establishing royalty rates on an ascending scale measured from 
the effective date of the agreement. In that way the licensee who gets In 
first still has an advantage over the licensss who coiTiSS In later, but you 
have not foreclosed your position to license. ^ 

Questioner: A 40 to I shot bothers nie. It either could be because the 
invention isn't that good or It could be that the licensing agent isn't that 
good. Is there any thought of switching horses in midstream If you had a 
fair shot: at It, say, a year, two years, three years or whatever the time is 
"for the Invention? Or try another mechanism, give It back to the inventor, 
try another corporation? You are doing Ifin houses In other words, jiist 
don't hold It all the time and say, "Well, I gave my best shot," because you 
may not .have the contact and the Inventor may be the loser not because the 
Invention Is bad, but because\of not having the right contact. Is there any 
thought in your program of switching horses? 

Mr. Bremer: I think there are several considerations in that. First, 
the- kind of figures that are quoted are not 40 to 1, they are more like 500 
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to 1. Those are the odds that are more normally quoted on a disclosure ul- 
timately producing Income If you look at them all. Second, at most universi- 
ties there is so much federal agency funding that It Is almost Impossible today 
to tlnd^an lnventX6n„.that Isn^t touched by, or contaminated, If you want to use 
the word, by some federal agency funding and you don't have an option In that, 
casei The only option you have left Is to glye the Invention back upon the 
request of the particular federal funding agency. If there Is federal funding 
you can't give It to the Inventor, and. If within three years you haven't done 
anything. With It, the funding agency Is within Its rights to ask for the Inven- 
tion to be assigned back to them. In real I ty^ you don't have many options over 
a long period of time unless the Inventions stay In the portfolio. Then what 
happens Is just the result of human nature, as the Inventions age In the port- 
folio they get less attention, unless, of course, you get Into an Invention 
area where you've got a late bloomer. We have had several of. those where the 
Inventor has been ahead of his time by six, seven, or ten years and suddenly 
the technology has caught up with the Invention. You then suddenly >flnd that 
you've got a llcensable package that you didn't have before just because the 
technology didn't exist on the commercial scene earlier. 

Comment: I'm going back to the question the licensee handling the en- 
forcement action and the panel seems to think that the Issue Is who pays for 
the cost of litigation. I think that may well be one of the simplest points ^ 

to handle. I think We all know that In the patent business the enforcement of 

f 

a patent litigation can be a very nasty affair. There are a Lot of aspects that 
can be drawn Into a patent suit and I am wondering whether you alt have been 

♦ 
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In that situation- where the question of the handling of the lltigatloh by the 
licensee was a matter of embarrassment to you or potential embarrassment to 
your Inventor, or possibly leave you the Public Interest Corporation open to 
a potential anti-trust violation because these patent lawsuits are not simple. 
They are not restricted to the question of whether It Is a valid patent, simply 
■whether there Is an Infringement, and they want a plain reading of the word. This 
can be a very comp I lea ted. subject and since w© all represent universities that 
have a purpose other than defending a licensee's patent position, we'have to 
i-hlnk-,.pf these things. 



Ml 
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INTELLECTUAL PROPERTY; 
PRIVATE RIGHTS AND PUBLIC USE 

Norman J. Latker,* 
Patent Counsel , 
y,*S, Department of Health, 
Education and Welfare 



Anything Identified as opinion, of course. In no way represents Administration 
or Department of Health, Education, and Welfare policy.. 

On the eve of this country's blcentennfal anniversary, I think It appropriate 
to revlsft the Constitution and Its framers to refresh our memories on the birth 
of the Intellectual property clause. 

''^^\ 

As we all know, the Constitution was drafted In the context of a struggle 
. . with a government which had abused Its obligations to defend the rights of Its 

citizens. ^ Thus, it was no accident that the salient portion of the Constitution 
drafted for the purpose of protecting your liberties made the Government the ser- 
vant and protector and not the master of, your. Individual rights. 

Thus, the fifth amendment of the Bill of Rights provides that: 
"No person shall . . . deprived of life, liberty or pro- 
perty, without due process of law; nor shall- private pro- 
perty be taken for public use without just 'bompensatlqn." 

It appears that the absence of any one of the three words, "life" — 
"liberty" or "property" could have the effect of negating the other two. This 
seems especially true If you were not guaranteed the right of "property" under 
the conditions specified, since private "property" Is a necessity Jf you are to 

I — ■ ■ 

*See Appendix "B for biographical Information 
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have control of your "life" and "liberty". I might add Inferential ly that It Is 
contended by so(ne that the free enterprise systiem is dependent qn/or sprang from 
these words, since without the protecjflon of private property from arbitrary In- 
trusion, that system could not exist. Certainly the , words distinguish pur society 
from the various forms of the world's collectlvlst societies. 

Now, we- all know that the word "property", even at the time of the framing 
of the Constitution, Included "Intellectual property". But not-wlthstanding the 
generic protection of property In the. fifth amendment, the framers chose to be 
even morp explicit about this specific category of property, and provided this 
language In Article I, Section 8: 

"The Congress shall have power to . . . promote the progress 
of science and useful arts, by securing for limited times to 
authors and Inventors the exclusive right to their respective 
writing and discoveries." 

Vfhy — this special handling of this category of property? 

There. was no recorded debate in. the Convention on September'5, 1787, when 
Article I, Section 8, was presented, and it was approved unanimously. That the 
products of the mirvd should prospectively receive legal protection, even from a 
centralized Government to be formed, was a principle upon which no one disagreed, 
probably due to some positive prior experience and examination. Within the eight- 
teenth-century context of natural .laws or rights, intellectual property had re- 
ceived affirmative expression not only in English and "Commonwea Ith laws, but in 
the Declaration of Independence, which provided that "All men are endowed by 
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their Creator with certain unalienable rights", and "that to secure these rights, 
^governments are instituted among men . • ." 

Madison, the chief architect of the Constitution, did not end his interest 
In Intellectual property with the Constitutional Conyention. He made the follow- 
ing illuminating statements In support of , the* prospective Federal authority to 
award patents and copyrights: 

In the Federal ist on January 23, 1788: 

"The -utility of this power will scarcely be questioned. 
The copyright of authors has been solemnly adjudged, in 
Great Britain, to be a right of commo.n law. The right to 
useful inventions seems with equal reason to belong, to 
the Inventors. The public good fully coincides in both 
cases with the claims of individuals. The States cannot 
separately make effectual provision for either of the 
cases, and most of them have anticipated the decision 
of this point by laws passe.d at the instance of Congress." 

In a letter to Thomas Jefferson^ on October 17, 1788, he made a more im- 
portant Insight: 

"With regard to monopolies, they are justly classed 
among the greatest nuisances In Government, but Is it 
clear that as encouragements to literary works and 
Ingenious discoveries they are not too valuable to be 
wholly renounced? (These two sentences appear to be an 
attempt by Madison to distinguish between past monopolies 
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of cowmoditles granted as personal favors and the suggested 
monopoly for novel Intellectual property. V Would It not 
suffice to reserve In all cases a right to the public to 
abolish the privilege at a price to be specified in the grant 
of It? "(This appears to be the first reference to Government 
"march- In" rights!) Monopolies are sacrifices of the many to 
the few. Where the power Is la^he few. It Is natural for 
them to sacrifice tl^ many to their own partialities and cor- 
ruptions. Where the power, as with us, Js in the many,, not 
In: the few, the danger cannot be very great that th6 few wi l l 
be thus favored. It Is much more to be dreaded that the few ■ 

will be unnecessarily sacrl f Iced, to the many. " ^ ^jPa rent hef fear 

■ — • — - . /I J 

sentences and .emphasis added. ) 

In this statement, and especial ly the last sentence, the answer to the.' need 
for specific protection of Intellectual property^^notwlthstandlng Its generic In- 
clusion In the fifth amendment, seems apparent. First, the use of the term "mon- 
opolies" suggests that Madison knew that the nature of an individual piece of 
Intellectual property Is such that It could be useful to all people and at the 
same, time be susceptible of ownership by one person, while on the oth^ hand> 
diversity of ownership of all other categories of property precluded fne possi- 
bility of monopoly. The strong possible argument against an Indefinite monopoli- 
zation of valuable Intellectual property and Its end product under only the fifth 
amendment and his recognition that "The States cannot . . . make effectual provl- 
sfon", suggests that Madison knew that the rights of the creative few would be 
in danger without clarification In the Constitution. Thus, a compromise was 
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struck under which Intellectual property was to be owned for only a limited term 
In exchange for the creator's right to exclude. It was under these circumstances 
that Intelleptual^ property — that property which makes possible the use of atj 
.other property ~ .obtained special consideration In the Constitution. j 

; ' . ■ I'. 

There^s little that I've presented that appears to be subject to ques- 
tlon. Even those who'have difficulty with the Intellectual property clause do 
not advocate Its repeal. Their argument has not been directed agc(h\st the Gov- 
emment's responsibility for protection of private property and the special re- 
ward promised by the intellectual property clause, but erosion of the concept 
through convincing of an Immediate need to limit the reward In the "public Inter- 
est" or because of public Involvement in the difficult del I very process which 
Intellectual property must move through before reaching the public. Ir> useable 
form. These arguments, used In Inappropriate situations, are probably what 
Madison considered "to be dreaded". 

As we discussed on previous occasions, since the Inception of the patent 
system, this country has moved from a rural to a highly Industrialized nation. 
In the process, resources and creators flowed Into highly sophisticated Industrial 
research organizations. Such creators were required to assign their creative 
rights to the organization without any added compensation over and above their 
salaries. As I noted on that occasion In greater elaboration, this arrangement 
was tolerated by society and confirmed In the courts as to private organizations 
and their employees. 

When the 17 billion dollars of Federal funds began flowing Into research 
some twenty^f ive-or-so years ago, through the funding of the Federal Government's 
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contract and grant system, the simplistic policy that "What the Government 

4 

Vof 'public) pays for (or even partial ly pays for), It should own" was applied 
In practice to the total Inventive' result of some Government funded research 
programs. This was real ly an extension of the already developed and accepted 
^poncept applied to private Industry, discussed above, that an employer (here, 
the Federal Government) can take assignment from an employee (In this case, the 
Government's grantees or contractors). . , 

As I Indicated previously, I thought utilizing this concept In all Govern- 
ment contracting situations to be poor policy, as It did not maximize delivery 
of Inventive, results to the public, or protect the equities of all the parties 
involved. In. my experience or that of others. This was explicitly pointed out 
to DHEW by the GAO In Its' 1968 Report to the Congress on "Prpblem Areas Affect- 
Ing Usefulness of Results of Government-Sponsored Research In Medicinal Chemistry' 
which provided; 

-t 

"On the basis of our observations, we proposed that the 
Department direct Its efforts toward timely determination 
of rights to potentially patentable Inventions In order 
to reduce uncertainties as to the. status of Invention rights. 
We proposed also that the Department clarify the Intended use. 
of Institutional Patent Agreements, of which only limited use 
' has been madej, but Which appeared to be a useful device for 
assigning ownership rights while protecting the public Interest." , 

After my review of thet Constitution, I believe that the legal basis for 
this finds some supporTt. 
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Now, the primary argument of advocates of a Government-tttle pol Icy with- 
out reservation- maintain that those Government research programs utilizing a 
Government- 1 1 cense policy result In an "unjustified windfall" In the contractor. 
Notwithstanding the fact that no Government research program really, utilizes a 
Government- 1 1 cense policy without reservation, consistency would lead one to the 
belief that a Government-title p6 1 Icy without reservation results In an "unjusti- 
fied wlnd;fall" In the Government. If there real ly were such a "windfall" In the 
Government, the policy would be constitutionally suspect, since there Is a sugges- 
tlon that "private property" Is being "taken for public use without just compensa- 
tlon"> since the chain of title, as provided by Article I , Section 8, must start 
with the Inventor, and proceeds to the Government only through contractual assign- 
ment. , , 

In truth, "just compensation" for future Inventions generated under Govern- 
ment contracts cannot possibly be determined at the time of contracting, np 
matter what patent clauses are used, and any equitable pollcyjn which the Gov- 
ernment wished to retain exclusive rights would have to be based on compensating 
the owner of the exclusive rights at a tj^^ewhen Its commercial value could be 
assessed. Compensattonjp^^ be In excess of the contract price, un- 

less the Invention' were the specific object of the contract , which ordinarily Is 
not the case. In ^ct In the area of grant research It Is by definition never the 
case. (I w6uJd point out that anyone supporting a Government-title policy wlth- 
out reservation at the time of contracting would need to establish that all 
future Inventions were the specific object of their contracts; otherwise, the 
Government would be the recipient of .a "windfall".) ~" 
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Now, I consider It nonproductive to belabor the arguments 'Supporting the 
Ttwo extremes of possible Government patent policy. I have chosen to fault the 
one extreme not for the purpose of supporting the other, . but merely because It 
Is the tormer that has becorr»\ the' more vocal. Unfortunately, when one extreme 
surfaces and the dther rem^l nS VhefTt, fhe Government policies that sit In/the 
middle. become pressurejKto g.lve ground to the vocal extreme. Since as jou all 
know, DHEW patent^icy already sits In a middle ground, we cannot r^ponslbly 
move without al^andonlng the protection of some of the equities of the parties 
Involvedy/But, unfortunately,, this type of resistance provides to^4he extremist 
the^rw-«n+ +hat we. In turn, are extremist In. our position. 

Now, of all the varjant policies one finds, under the Pres Rent's Statement j 
of Patent Policy, which In Itself provides the framework wlthfn which reasonable 
men can find a middle ground, I believe DHEW's to be the most acceptable. It 
emerged from the crucible of debate with the clear recognition of the Govern- 
menf-s obligation, to protect the equities of all the parties, including the gen- 
.eral public. 

DHEW has two methods of making disposition of Invention rights. Its stan- 
dard policy is to defer determination until the invention, is identified. We 
never take title at the time of contract, thus obviating any possible claim of 
-unjust enrichment. In the majority of cases in which' the inventing organization 
seeks- 'to retain the exclusive rights to an identified Invention they have made* 
-we'grant the request, subject to the kind of conditions Madison discussed. Thus, 
-there is a requirement that if the organ 1 zat lonT chooses to license its rights, it 
first determines whether nonexclusive llcen^ng will result In obtaining further 
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development funds.? If, exclusive licensing appears necessary on the basis of . 
market conditions, then we limit such licensing to five years from first com- 
mercial sale or eight years from the license, whichever occurs first. You all 
know that there are other "rharch-ln" conditions that neednH be detai led .here. 
If the organization ItseTf chooses to develop the invention, the limitation on 
Its excluslve.posltion parallels that which It could give to.a licensee. The 
grant of a, request Is nearly always based on the fact that further risk capital 
Is necessary to develop and bring the Invention to the marketplace and the 
Department does not Intend to provide these funds, ordinarily because such 
funds have not been appropriated. This Is equivalent to a decision that the 
invention was not the specific object of the contract, and we do not wish ^o pay 
"Just compensation" over and above the contract In order to maintain ful I fights 
In the Invention. 'The decision to retain rights In an Identified Invention In 
the Instances where this has been done was based on a finding that there was an 
intention to contribute the additional funding necessary to bring the Invention 
to the marketplace. This Is tantamount to a decision that the invention was 
the specific object of the contract and, therefore, the contract price plus the 
additional investment is "just compensation" for the taking. 

Further, in our Institutional Patent Agreement program, under which grantees 
with patent management capabilities are afforded a first option to .any invention 
made under their grant, an objective decision was made by the Department that 
because of the basic nafure of the research supported, any Invention that evolved 
could not be the specific object of the grant and would always require further 
development which we would not support. Thus, In this situation, we basically 

s 
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-decided that. "just .compensation". oyer and above the grant would alWays^be re- 
quired In order to maintain full rights in the Government, and that we did not 
wish, to make such payment. I would add that the decision to permit the first 
option. In the institution Is conditioned, on the samiB l imiting cpndlf lohs Oti iV 
Ized under bur deferred determination policy. 

*• » 

Now, In practice, what has happened since the 1968 GAO Report? The stat- 
istics we have collected can be considered to be only approximate In that they 
were accumulated very rapidly through our flies and with conversations- with the 
parties In Interest. ^ The statistics are on the low side, as not all the Inter- 
ested parties could provide information to us within the tjme frame necessary, 
and most that gave us statistics were conservative when they felt figures could 
hot be readily verified. 

First, In regard to the GAO comments on Department performance, 1 would 
note, that since January I, 1969, the Department has entered into 41 new Insti- 
tutional Patent Agreements, bringing the total number to 56. Second, ih regard 
to .determinations unde^r our deferred determination pojlcy, average processing 
time is running between 15 and 20 weeks from time of receipt of a petition to 
final determination. This compares to a situation in 1.968 when petitions basic 
ally were not processed. 

Now, In regard to rights dispositions, our files indicate that 167 pateht 
applications were filed since 1968 by institutions who chose to exercise their 
first option to Invention rights under their Institutional Patent Agreement. 
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Urtder the 167 patent applications filed, the universities have negotiated 29 
nonexclusive licenses and 43 exclusive licenses* In addition, seven options to 
n^nse have been negotiated* Seventeen Joint-funding arrangements with commer- 
cial organizations, Involving only |-he possibility of rights to future Inventions, 
have been made. I coaslder this an important statistic since It .Indicates a 
wi ! ! Ingness to make arrangements prior to fhe time that Inventions have been 
made on the ba^Is that the institution has the f lexibl I Ity .of providing to the 
concern some invention rights if an invention should eyolve from the jointly 
funded effort. The Institution gains this ability to negotiate by virtue of Its 
Institutional Patent Agreement. We are advised thaf on the basis of all the 
agreements noted, approximately .24 mi 11 ion dollars of risk capital, was cpmmltted 
to the development or making ot ihvepti,ons evolving with DHEW support. 

Under our deferred determination pbl Icy, it was determined that since 
July I, 1968, 178 petitions have bean^f^vlewed. Of these 178, 162 petitions were 
granted. Under the 162 petitions granted, the Institutions involved and respond- 
ing have to date granted 15 nonexclusive licenses and 35 exclusive licenses. 
These licenses have generated a commitment of rlsK capital of approximately 53 
million dollars. One of the petitions granted involved a burn ointment discovered 
at a university, which was patented for the university by Research Corporation, 
licensed to a pharmaceutical company, clinically tested under the direction of the 
company, and cleared by the Food and Drug Administration on the company's initia- 
tive. The drug is now commercially available. 

To my knowledge, this is the only drug outside the Cancer Chemotherapy 



U)2 



■147 

•Program Which was Initial !y dlscovered^lth Department support and. has reached 
the marketplace through, the Investment of risk capital from the drug Industry. 
We are aware of at least five other drugs outside Cancer Chemotherapy, at various 
stages of development which were discovered with Department support and are how 
being developed with private support under licenses made possible under our 
deferred determination policy. (I cannot at this time advise whether the 
licenses granted under Inventions retained under IPA^s Involve any drug develop- 
ment situations, but It Is presumed they do.) These numbers compare to zero 
situations at the time of the GAO Report. 

The approximately 75 million dollars committed to development of Department 
Initiated .Inventions, although on the face appearitfg to be Insignificant In 
comparison to the one-and-a-half billion dollars yearly devoted to research and 
development at DHEW, Is In fact substantial when compared to. the 100' ml 11 Ion 
dollars devoted to directed research with profit-making organizations In 1973 and 
to lesser arrounts In prscsding yssrs. The comparison to the lOa ml 11 Ion dot lars 
Is, deemed more real 1st I c, since the 75 million dollars committed Is substantially 
all for development purposes (directed research). / 

-Much more significant than the. figures Involved Is the Information belrfg 
provided by members of ouraudjence which Indicates that In the last two years 
Industrial organizations have been actively pursuing university research, which 
I beUeve to be clearly the result of the audience's active solicitation of col lab 
. oratlve arrangements, which. In turn, was partly motivated by the flexibility 
provided by pur patent policy. Thus, while the GAO Report Indicated that In 
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many Instances Investigators formerly could not reach the point of conclusive 
failure with their Innovations, that pathway appears to be open, along with the 
;hope of successful utilization. 

In light of the above, I believe Mr, Madison wqu Id be pleased that DREW* 
had not 'Vhplly renounced" monopolies as "encouragements to literary works and 
Ingenious discoveries". , 

In f\ms of stress, other countries have isbandoned, to their ultimate 
/regret, commitments to Individual rights for what was claimed to be the Immed- 
iate **publlc Interest". The concept of Individual rights and the Intent to 
protect them stems from the natural |aw understanding that rational Individual 
thought leads to survival of all, while' col lectivlsm leads to ultimate abuse 
of such rights. 

We are asked now by .some to "wholly renounce" the Intellectual property 
clause on the basis of that portion 6f Government research' funds commingled with 
those of the private sector In order to complete the arduous task of bringing 
an Idea from the lab to a finished product In the marketplace. There are too 
few who understand that to do so could ultimately mean the liquidation of the 
private ownership of all intellectual property pther than that kept secret, or 
the fractional izat ion of all collaborative effort involving Government funding. 
As the man said, "The price of liberty (and property) Is eternal vigilance". 
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AVAILABLE CORPORATE ASSISTANCE: 
THE RESEARCH CORPORAT I ON 

WH Iard Marcy,*- 

Vice President - Patents 

The. Innovation. Process jn the Educational Institution 

■ The speakers at the previous sessions of this meeting have discussed . 
thoroughly many facets of the complex process involved in the transfer of 
technology originating on university campuses. In reviewing the points pre- 
viously brought out, it seems clearly evident that educational institutions 
have a much greater awareness then ever before of their, responsibilities and 
obligations relating to effective transfer of technology developed in their ' 
research laboratories. What is more, this awareness is growing rapidly and 
will undoubtedly result in the near future in a great increase in the uti I i- 
zatlon.of university-generated inventions, this conference, therefore, seems 
very timely and quite appropriate, and we at Research Corporation are pleased 
to have an -opportunity to participate. 

• For my taj/k this morning I would like to review briefly the necessary 
steps that an educational institution should consider in developing effec- 
tive technology transfer, then discuss the capabilities of Research Corpora- 
tion and how and where they can be utilized by the institution, and finally 
discuss a patent awareness program, being funded in part by the National Science 
Foundation, which Research Corporation is undertaking with the cooperation 
of eight institutions selected to serve as a microcosm of the university communit 

R eview of 'Transfer Stej)s 

The key steps to be considered by any educational institution in developing 

*See Appendix B for biographical information 
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adequate means for technology transfer are: 

• .... Development of an. Institutional patent policy 

.... Formulation of procedural mechanisms for carrying out this policy,. 

Including the establishment of an Institutional patent committee 
.... Development of means for Identifying Inventive concepts 
.... Devel^opment of procedures for evaluating previously Identified 

Inventive concepts, Including both possible commercial viability 

and patentabl I Ity 

.... Establishment of' plans for uti l ization of the most promising In- 

ventJons and technology for the public benefit 
.... Developing suitable arrangements, fpr carrying out these plans 

Taken in sum these steps constitute the process of Innovation. 

Existing patent policies at educational Institutions come In all con- 
ceivable lengths and variations, but generally cover the matter of ownership 
or equity based on financial or other contributions of the parties Involved 
In the discovery and testing of Inventive concepts. A number of the Important 
points to cover In drafting such policies was covered In one of the sessions 
yesterday.. For a typical standard poiicy, reference should be made to a sample 
published In the Handbook of College and University Administration VolU^ 2, 
Chapter 8 (McGraw-Hi I I, 1970). 

Unless Implemented, any published patent policy Is meaningless. There- 
fore, logical and workable procedures are an essential adjunct to any patent 
policy. Responsibility for carrying out the procedures must be assigned 

loo . . 



151 

unequivocally to an Individual or*an office in the administrative branch of the 
Institution. In addition, a patent committee made up primarily of faculty re- 
presentatives Is also needed to interpret the patent policy, judge questions of 
equity and to oversee the functioning office in carrying out the policy. 

The identification of inventive concepts is essential in. order to bring 
to bear the mechanisms set up to deal with these concepts. However, this Is 
perhaps the weakest fink fn the innovation chain of events. The strengthening 
of this step is the objective of the NSF-sponsored patent awareness program to 
be discussed later in this talk. At present, inventions are left for identi- 
fication by the faculty researcher. While this person should be the first to 
know when an invention has been made, frequently he is not oriented to or in- 
terested in looking at his scientific output in this manner. For this reason, 
other people and different techniques should be used to ensure that as many 
inventive, conc€>pts as possible lare identified. 

The evaluation of inventive concepts for possible patentabi I ity .and com-, 
merclal promise should be left to knowledgeable and experienced scientists, 
engineers and business-oriented individuals. Since a wide spectrum of such 
people are not usually found on university campuses, the evaluation step is 
.frequently done by outside organisations having available such expertise. 

Once Identified .and evaluated as being worthwhile developing, however. 
Inventive concepts will never benefit the public unless strong, positive initia- 
tive Is mounted. Here again. In many instances, the educational institutions 
have neither the knowledge nor financial or business-oriented capability to 
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carry such Initiatives th rough ♦ Recourse to outside assistance Is necessary. 

Costs of the Innovation Process 

The cost of carrying on the innovation process at educational institutions 
will vary widely. Since much of the work will Involve resolution of policy and 
equity questions, the actual cost of such resolutions may well be obscure. Fre- 
quently, the individual or office assigned major responsibility for handling 
inventions also has other major responsibilities as well, and allocation of costs 
is difficult at best. Evaluation of inventive concepts may well be done by peer 
scientists for no additional compensation, but may take appreciable amount of 
time which would otherwise be devoted to teaching and research. While patent- 
ing costs are usually well defined since they will be documented in billings from 
patent attorneys, the costs of negotiating contracts, grants and license agree- 
ments will not be so well documented. These difficulties were discussed In the 
morning session yesterday and it was quite evident that the real costs for carry- 
ing out the innovation process are generally not well known even at those institu- 
tions which have been involved for some timp in this area of interest. 

Some rules of thumb ideas, however, may be worthwhile using. In our ex- 
perience at Research Corporation we have found that only about one invention in 
ten passes the evaluation stage, and only one In ten of those accepted becomes 
licensed. Of those licensed, only one In ten produces appreciable royalty, in- 
come — $50,000 or over per year. Put another way, foh every large royalty in- 
come producing invention, licensing negotiations must be carried on for at least 
ten Inventions, and evaluallon must be done on perhaps, 1,000 Inventions. 
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While It Is not possible to say how mch these steps would cost for any 
specific invention until the particular case is actually processed, one might 
say that, on the average, each evaluation might cost in the range of $500 to 
$5,000, each patent might cost jn the range of $1,000 to $3,000, and finding 
prospective licensees and negotiating licenses might cost in the range of 
$1,500 to $10,000. These costs vary appreciably depending on the technology. 



The cost of developing patent policies, settling matters of ownership and 
equities, administering an innovation program, trying to obtain contracts and 
grants based on recently discovered Inventive concepts, or in attracting en- 
trepreneurial Interests, just cannot be quant 1 zed.. One way to control such 
costs would be to set up an office with a definite number of staff members and 
predetermined budget. If this office then works diligently and spends no 
more than Its budget, it will be able to handle only a' certain number of cases; 
ideas beyond, the capabM ities of the office staff or Its financial resources 
would remain fallow or be taken up by others, perhaps through publication, with 
out benefit returning to the institution.. 

Again, based on Research Cprporation experience, one should expect about 
one Invention to develop from the expenditure at an institution of about 
$1,000,000 of contract or grant money. If a .firm effort were made to ferret 
out inventions, one might expect this ratio to increase to about -one invention 
per $500,000 invested. 

Another rule of thumtr to guide administrators in setting up an in-hbuse 
capability for handling the innovation process is that the institution should 
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have about $20,000,000 of contract or grant money In the scientific or engineer- 
ing areas before such a capability should be considered. Up to this amount the 
institution would be well advised to use outside expertise entirely. Even with 
an In-house capability, use of outside expertise is advisable in the more com- 
plex and highly market-oriented cases. ^ 

Research Corporation Capabilities 

I should lil<e to turn now to describe briefly Research Corporation's 
organization and capabilities, and to comment on when, where and how educa- 
tional institutions can best take advantage of these. 

Research Corporation is a nonprofit, tax-exempt foundation with two 
main objectives. These are 

to support fundamental scientific research at educational fnstjtu- 

tions through its .grants programs, and 
....^to furnish educational, scientific and other nonprofit Injst itut ions 

an inventive administration service, including the evaluating, 

patenting and licensing of inventions. 

The invention administration program is conducted by a technically trained, 
market-oriented staff. The staff's members include 8 chemists and chemical 
engineers, who are experienced in the chemical, pharmaceutical, and foods indus- 
tries; 2 mechanical engineers, and 3 electrical and electronic engineers and 
physicists. One additional member is trained in aeronautical engineering. All 
staff members have had industrial experience before joining the foundation. 

The staff is located in New York and is divided administratively into two 

* 
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groups. One, group Is responsible for initiating and developing suitable re- 
latfonshlps with the institutions served, as well as for evaluating inven- 
tions emanating from these institutions. The other group is involved In pro- 
secuting patents covering accepted inventions, and in initiating, developing 
and concluding licensing arrangements with industry. The latter group is also 
responsible for administering the licenses during the life of the patents. 

✓ 

Individuals In both groups also are available for and do furnish advice to 
Institutions when requested, concerning patent policies, and equity and llcens- 
Ipg problems. " ^ * 

The foundation charges no fees for Its services, relying on its share of 
any royalty income resulting from its patenting and licensing activities on 
behalf of the institutions. In case of. certain types of litigation, primarily 
that involving Infringement, the institution may be asked to share the cost. 
-Fortuna-fely, such cas,es are rare, having occurred on only two or three occa- 
sions in the past 25 years where institutions were involved. 

All income obtained from licensing activities is divided between the 
foundation and the institution in accordance with prearranged agreements. If 
the institution's patent policy allows,a portion of this income Is also shared 
with the inventors, the institution's income is aval I able for any purpose the 
institution chooses. The foundation's share, however, after expenses, is made 
available in its entirety for it.s grants programs. 

The .foundation maintains favorable working relationships with all the 

< 

government granting agencies, paVticularly the National Science Foundation and 
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the Department of Health, Education and Welfare. Not only does it try t w keep 
up with the important changes in policies of these agencies,, but it also be- 
comes involved in the progressive evolution of these policies wherever^and when- 
ever this is possible-. 

ft 

Thus, Research Corporation is available and can provide helpful assistance 
to educational instituti.ons in many areas, including the formulation of patent 
policies, the development of mechanisms to implement these policies, the identi- 
fication 6nd evaluation of inventive concepts, and the patenting, licensing and 
administration of inventions accepted for development for the public benefit* 

Patent Aw areness Program 

Earlier in this talk I referred to the identification of inventive con- 
cepts as a weak link in the innovation process, vyith both intellectual and 
financial encouragement from the National Science Foundation, Research' Corpora- 
tion iias embarked on a program to increase the ability of faculty members and 
.administrators alike to recognize inventions developed at educational institu- 
tions. As the last topic of this talk, I would like to describe this program 
briefly and to indicate the expected results. Under the NSF grant these results . 
will be made available broadly to interested parties when the entire program has 
been completed. 

The program is envisioned as the testing of a premise that development of an 
enhanced patent awareness^at educational institutions will lead to an earlier and 
more widespread identification of inventive concepts resulting from supported re- 
search. Such an identification. In turn, is expected to result in a more effective 
commercial realization of inventions to the benefit of the public, and a better 
understanding of the technology transfer process as it relates to inventions from 
academia. * * 
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The work Is already underway and wi IJ continue over a. three-year period* 
As mentioned previously eight i nst I tutions^f higher learning in the United 
States, have been selected for thi^s program. These'Vange fromj/ery/ large/ very 
diverse state-supported universities fo relatively smal I , basically technologi 
cal institutions, T 

/ The ^program. Consists of four parts: 

a preliminary review of the ongoing research at each institution 

.... an educational and indoctrination phase 
.... a period of continuing Intensive support 

analysis of results and preparation of a final report ^nd work 



output suitable for publication. 



The Preliminary Research Review involves a study of a hi reports made 

by. the Institution for the previous five-year period relating to 
_ • * ♦ 

sponsored' research. \ ' 

/ 

• " * As part of the study/preliminary visits are to be made to the 

participating institution to obtain and discuss the content of these 
. -reports with the administrative staff. Some attention will be devoted^ 
to selecting" those projects which appear to have some promise of either 
" - leading to patentable inventions or to new and commercially 'useful tech- 
nology. This'study will also enable 'the selection of the most promis- 
ing areas for further indepth study. The purpose of this review is to 
_ - provide a base for later comparison of the results of the next two^ 
phases. ^ 

•* 

• ^ ^ 16^ 
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An Educational and Indoctrination phase will consist of lecture-seminars 
specifically directed to those faculty researchers working in the discip- 
lines that at'© deemed most likely to provide inventions. 

Generally these rneetings will be oriented towards one broad discipline 
at a time - chemical, mechanical or electrical. Additional meetings may be 
necessary to cover adequately medical schools or health science centers. 
Each meeting will consist of a lecture of about one-half hour's length 
followed by a question and answer period. All lecture-semjnars at each 
institution will be completed within about a three-day period. Additional ^ 
ad hoc forum discussions will be scheduled as requested by individual or 
group researchers. Meetings will, in general^ be limited to up to 30 
attendees. Any subsequent nrieetlngs will be limited to no more than 10 
attendees at each meeting so that individual participation and interac- 
tion can take place more readily. 

Th e third phase of the program will Involve conferences between the in- 
.di vidua I researcher and Research Corporation staff members. These con- 
ferences will be conducted at each institution beginning during the three- 
day J[ecture-sem I nar period. A selection for such Individual conferences 
will be made based upon studies of grants and contracts proposals and Inter- 
Im or progress reports on ongoing research^ and on an indication of .personal 
Interest by the researcher. This phase Is felt to be the most Important 
and most productive part of the experiment. 

These one-to-one meetings arei designed to develop both a better 
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knowledge of the nature and direction of the individual research project 
and also a better rapport "wjth the res.earcher himself . Historically, we 
have found that the estabf Ishment of a personal sense of mutual trust and 
respect between researcher and Research Corporation staff member over- 
comes- much of the reluctance to disclose inventions properly and adequately. 
During these Individual meetings the general materia I .covered at the lecture 
symposia can be refined and related to specific technical problems and Idlo^ 
syncracles of individual researchers. In addition It will be possible to 
develop a time frame for future monitoring of the research process and esta- 
blish ing future meeting dates. . 

The, Initial conferences will be followed by a period of continuing 
support over the following two years during which frequent additional per- 
sonal con fer^ences will be held, as necessary. We are convinced that the, 
developifent of patent awareness must be a continuing affair, Attendance at 

n 

lectures-seminars and Immediate follow-up personal interviews appears to 
be. effective initially in developing or enhancing. an awareness, but, un- 
fortunately, in the long run the hew. knowledge. is quite transient, lasting 
only weeks in some cases. To overcome this, a Research Corporation staff 
;.iember will return- to the institution at least two days per month for the 
first 12 months after the completion of the Initial personal intervl^ews and 
then I day per month' for approximately 10 more months. 

The fourth part of the program would provide an. eVal uation of the 
effectiveness of the program and. the production of a reproducible work 
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output. The evaluation would involve both short-term statistical and 

V 

qualitative analyses and similar long-term. analyses. 

The total cost of this program is estimated to be about $200,000 and the 
total elapsed time is expected to be three years. 

t) 

At a minimum the'proposed program is expected to accomplish the following 
Devefopment of an awareness that inventions of value to the public 
may be inherent in academic research projects, 

.... Definftidh, in general terms, of an understanding of the factors 
that make an invention both patentable and licensable. 

.... Development of an understanding that publishing and patenting are 
compatible and not irreconcilable opposites, as Is frequently felt 
to be the case by academic researcheqs. ^ , 

.... Presentation of the role of the patent system in developing new pro- 
ducts or processes for the public benefit. 

.... Provision of descriptions of the various methods, other than through 
patents, for transferring technology. 

.... Encouragement of closer^orking relationships with government grant-- 
ing agencies and industrial sponsors through development of a know- 
ledge and understanding of institutional patent policies, administra 
' V tive procedures and faculty and. administrator responsibilities at 
I nd 1 V i dua I i nst i tut 1 ons . 

.... Development of a broad understanding of technology transfer methods 
through presentation of actual case histories, including some** Indica 
tion of economic and other benefits accruing to the general public, 

it . s» - 
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the government, the institutions, and the Inventors, 
. .... Development of appropriate and more effective mechanics for evalua- 
ting Inventive concepts from educational institutions. 
. Development of an awareness of means for carrying forward worthwhile 

Inventive concepts to commercial use for public benefit. 

in clusion • * ' 

In the <jiscusslon this morning the Innovation process in educational Institu- 
tions has been described, and some practical hints as to. costs and recommended 
practices were presented. 

i 

o 

The organization and general capabilities of Research Corporation were des- 
cribed and some Idea was given as to the ways in which the foundation can assist 
educational institutions in developing inventive concepts through its invention 
administration progrfam. 

■ ■ ■•'■^ ' ■ ■ .-. 

One ar^a of assistance currently being provided by the foundation with finan- 
cial support by the National* Science Foundation, was summarized in some detail,, 
along with the expected results* This program is designed to enhance the patent 
awareness of both faculty members and administrators at educational Institutions. 
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AVAILABLE CORPORATE ASSISTANCE: 

BATTELLE DEVELOPMENT 'CORPORAT I ON . 

V 

R, F. Dickerson,* ' ' ^ ' " 

Vice President and General Manager 

BDC-What it is and How it Works 

It is a pleasure to be able to have a few minutes with' you this morning. 
We are pleased with the apparent success of this meeting and the interest that 
you all have shown in the various discussions up to this point. I sincerely 
hope that it has been a valuable experience for each and every one of you. 

As several of the speakers mentioned yesterday, I think there are times 
when a. university might require the assistance of an organization such as The 
Research. Corporation, Arthur D. Little, Inc., or ourselves in the evaluation 
and subsequent licensing of some of your ideas. I believe that there are many 
universities who are initiating an active patent program which can be helped 
by one of our organizations temporarily. We feel that we can provide a service 
during the. :t--i me that the university is developing its patent and l icensing 
business. We are well aware, of course, that if the .business reaches the pro- 
per magnitude, the university should consider strongly establishing its own 
people to accpmpVXsh.the patenting and marketing functions of Battel le Develop- 
ment Corporation (BDC). Nevertheless, we are ready, willing, and able to assist 
in the interim if the university really is interested In establishing a strong 
patent and licensing program. ^ 

A little about BDC may be in order. BDC is a wholly-owned subsidiary of 
Battel le Metnorial Institute (BMI). We are chartered as a not-for-profit organi- 
zation, and we are assigned the responsibility of searching for inventions, 

*See Appendix B for biographical information 
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evaluating these Inventions, developing those which pass evaluation, and, sub-r 
^equently, attempting to l'|-cense these Inventions to Industry. We are proba- 
b.ly one of the. few organizations of our type with money to Invest In the 
development of worthy Inventions. 

The word,, worthy. Is an Interesting word. As you can Imagine, we have, 
over the years, developed a rather strict method of evaluating Ideas. to deter- 
mine whether or not they are worthy. Our first step Is a screening process In 
which we subject the Ideas to a set series of screening criteria. The Idea does 
not necessarily have to pass all the screening criteria to pass the screening 
itself. However, should It not comply with certain of the criteria, it is npst 
assuredly not going to pass the screening operation. The criteria briefly 
stated are' as fol lows:. 

1. The Idea must offer some benefit to mankind. In other words, 
we do not look at gadgetry, cosmetics, weaponry, etc. 

2. The -i flea must be a major improvement in a technology, device, 
or process. We feel that a minor Improvement Is hardly worth 
the effort of development si nee 'its lifetime may be relatively 
short. 

3. The idea must have potentiat for' patentabi I ity. You must re- 

n ' - . ' 

member that our source of in^qome, which, incidentally, would bs 
also your source of Income, Is royalties from licensing. In 
order to obtain these royalties, we must have a reasonable patent 
position to offer the licensee. BDC or any other organization 

» 
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Mke us does not' develop what is commonly known as Industrial 
know-how. Therefore, the licensee must accept, .with the license, 
the responsibility of the final product development and the 
final product marketing in order to make- the invention a success. 

The idea or Invention should not result in a product that could 
be cons idered" controversial as far as BMI is concerned. An ex- 
ample of this might be a new birth-control device. It is com^ 
pletely acceptable for battel le to do contract research, in the 
area of birth control. However, for Battel le to market the I i- 
cense on a bi rthrcontrol device and, consequently, obtain income 
from this device might result in controversial discussions and 
comments with which Battel le would just as soon not become in- 
volved. 

If the development of the invention to the ppint of licensing 
wi I I take more than 18 months, BDC does not tend to have a 
great deal of interest. We have determined that successful 
licensing is best performed if the invention can be licensed • 
to industry at the earliest possible time. We have also found 
that a period of 18 months is a rather long period for this 
Initial development. - . 

We wil! not take on ideas and inventions which require a pilot- 
plant facility iri^ order to interest the potential licensees. 
This is just a bit too much for us to accomplish. 



I7D 



165 0 

?♦ We are cautious when government money has been invested in the 

development'-of an idea, I must say that this is not reason enough 
to drop the Idea from further consideration. However, It is^ rea- 
son enough to raise a caution flag and cause us to study the poten- 
tial market for this product with a great deal of care. 

If an Idea has passed the quick screening test, we then go into its various 
facets in more detail. We examine the patent literature by performing rather 
detailed patent literature searches both in^the United States and In Europe. 
We submit the- idea to technical evaluators skilled in the particular techno- 
logy In order for them to tell us what their opinions of the technical feasl- * 
blllty are. Finally, we submit the Invention to our marketing people so that 
they can get some quick Idea about the market potential of the subsequent pro- 
duct. 

If the idea still looks good to us, we then go into the various facets 
In still more detail. Our marketing peofJlle, for example, begin to do a rea- 
sonably detailed analysis of the type of market that will e^|'i:st and estimate 
the income through royalties and fees. The patent people begin }o think in 
terms of the preparation of a patent to cover the invention or ideas, and the 
technical people begin to think about the type of development program fhat 
might be needed to get the fdea into a licensable stage. Naturally, we not 
onl.y encourage, but we demand, feedback from a I I three of these sectors. 

We believe that the patent people should have some say In the -type of 
research that is done in order that the strongest possible patent position 
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can be obtained* Also, we feel that the marketing people must tell the 
technical people the point at which development could stop and- the item 
could be I f censed* 

The technical people, marketing people, and patent people must then 
come up with an estimate of what the development will cost from initiation 
to license and how much time would be involved. If the cost is such that 
we feel a ten-to-one return on the Investment can be recovered over the .life 
of the patent, we are In a position to accept the invention and p^oce^d with 
Its development. 

Our problem is one of shortage. Over the past 2 years In which I have . 
had f he responsibl I Ity for BDC, we have been able to license every idea which 
has cleared our screening and^our evaluation. There Is a shortage of good 
Ideas, and we feel that we are. not having an opportunity to look at ail the 
good Ideas that might be available. 

It Is my personal feeling that the universities offer an almost un- 
tapped source. It is also my feel lng:.^h^t there must be a mechanism by 
which organizations such as BDC can discuss with the inventors on the. stafjf 
and faculty of the universities .what really constitutes a good marketable 
Idea. I believe that. If the potential Inventor had an idea of what consti- 
tutes a marketable Invention, we might see a great deal more of. them. 

I am also of the opinion that universities are Ignoring a good source of 
Income when they do not attempt to set up an active patent and licensing pro- 
gram within the university. In order to do this, the faculty of most 
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universities must be motivated more than they may be at this f\m* I think 
this m(3tlvatl.on could be accomplished If the administration would Indicate 
an Interest In patentable Ideas by some mechanism and make certain that the 
Inventor Is aware that the administration Is willing to give credits for pa- 
tents and patentable ideas • 

BDC Is available to assist the universities In any way that Is reason- 
able. If you would tike us to discuss university patent policies with you, 
we would W pleased to present the Ideas we have. If you would like to ex- 
plore ways In which BDC could work more closely with your faculty and staff, 
please do not hesitate to ask us since this really Is our job. 

Again, I appreciate having had the opportunity to participate In this 
meeting, t hope that you all received some vajue from the session, and I 
wish to personally thank Dr. Allen Moore, his associates, and the entire 
administration of Case Western Reserve University for organizing this 
conference. 
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AVAIUBLE CORPORATE ASSISTANCE: 
ARTHUR D. LITTLE, INC. 

Alfred R. Johnson,^ 

Director^ Invfihtion Management 

^ The inyention Managenrtent Act! vl ties of ADL 

It is my pleasure this morning to acquaint you with Arthur D. Little, 
Inc., also known as ADL, an(J our Invention Management activities. 

Universities may benefit from such activities, in some cases, from the 
experience we have developed in commercializing inventions. While a unlver- 
slty\may have faculties with creative people who conceive valuable inventions, 
there rriay be no full time administration at the university to manage such de- 
velopments properly. There is, however, an objjgati.on to have the new techno- 
logy benefit the public and also to provide additional funds for the university 
and the inventor. Skilled assistance is therefore necessary If maximum use Is 
to be made of this creativity. This is a very difficult business, as anyone 
who has been involved must realize, and there are no pat answers or sotutions. 

We do believe that we are in position to be of help and so I wi I I give you a 

( 

brief description, first, of ADL and then of pur Invention Management work. 

ADL was founded in 1886 as a firm of chemical engineering consultants to 
the paper industry, and was incorporated shortly thereafter. From the time 
of Dr. Little^s death in 1935 until 1951 control of the corporation was in 
M. I.T.; it is now controlled by a trust for the benefit of the employees, 
although a small amount of stock Is pub I lea 11 y traded.^ 

The company consists of approximately 1600 people about half of whom work 
*See Appendix B for biographical Information- 
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directly, for clients. Some 25 percent of our business Is with the governiDent 
and 75 percent Is with commercial clients. Roughly one-third of our work is 
technical and involves laboratory investigations, one third is nontechnical 
and rejates to such matters as economic plannj_ng, marketing, and management 
consulting; and about one-third consists of a combination of the first two. 

Because .of the type of business, we have contacts with people at the 
management level throughout the Unites States, and In fact, in many places 
throughout the world. This can, of course, be of considerable help in our 
attempt to launch a new product or new process. 

The need for Invention Management arose within ADL as a means of exploit- 
ing inventions made by the staff, but not owned by clients. Normally any in- 
ventions made wh i le .working for a client belong to that client, but we have 
found that, pfoperly handled, we can often get support from a manufacturer 
for further work on an invention made by a staff nriember and owned by ADL in 
return for an option to a license. This means we can also participate in 
any commercial success of the invention through a royalty arrangement as well. 
Such laboratory support is very welcome by the inventor, and, others involved 
In the project, as they normally want to be associated with the invention as 
It Is deveFoped. Invention Management at ADL is now about sixteen years old 
as a full time activity and extends to the development and commercialization 
of inventions made outside ADL. 

As stated above, getting new technology into the stream of commerce Is 
. a very difficult and high risk business. Consequently, we have set up criteria. 
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based on our own experience, that must be met in order that we undertake a 
project to develop an invenjrion. 

These criteria are as follows: 

L the inventor mUst b^e very enthusiastic concerning the corriner- 
clal potential of his discovery. 

If the technical person is not enthusiastic, the invention is ^ 
almost impossible to market. 

2. The estimated joarket potential must be in excess of $2,000,000 
a year sales in the United States. 

It Is hard enough and takes long enough to make an invention 
pay off, so it might as well be an invention that is reasonably 
worth while in the event it becomes successful. 

3. There should be ^ good proprietary position — that Is, the 
invention should be patentable or involve a large body of know-how 
or both. 

It Is necessary to give any licensee a commercial advantage If 
royalties are desired, and this is a legaK way to do this. 

/ 

4. The invention must fulfill an identifiable market need. 

Too often we have seen clever and Innovative inventions that 
lead to generalities. Developing a licensable situation from such 
inventions Is usual ly^too difficult, and unprofitable. 

5. The Invention-should not only involve sound technology but 

. 4 

ERIC i/o 



171 

> 

should be an im^rtanv technical advance. 

We have found that minor improvements In processes and pro- 
ducts are of little Interest to prospective licensees. 

. 6. There should, as an extension of the. last point, also be a 
clear competitive cost advantage or a new product distinctly better 
than Its competition. ' 

7. Finally, the technology must be carried- at least to the 
demonstration stage. 

Too many 4 n vent Ions are pure speculation, and to Investigate 
seriously such inventions, .wherej^he inventor himself has not de- 
monstrated the principal, involves excessive risk. 

' It might be o^f. interest to discuss briefly the procedure we follow with 
respect to Inventions submitted to us from universities. A description of an 
" Invention is sent to us, and when sufficient Information Is available, and It 
appears that It might meet the crlterla^'just discussed, the invention is sub- 
mltted to the proper staff ^M.anibers at ADL for review. Their time Is paid for 
by tho Invention Managenent section as though we were a client. We try to 
complete our evaluation within three or four weeks even though a prel Imlnary 
patent search Is often required. . ^ ' 

Since our Income depends on successfully handling new inventions, the 
N.I.H. (not Invented here) f^^ctor Is not present. But even so, not more than 
' one twentieth of considered Inyentlons received any further encouragement by 
* us. Although we prefer areas in which we have a good technical background,. 



177 

ERIC- ; ■ , ; 



there really is no Jimit to the type of technology which we will consider. 
Hopefully a temporary, exception to this is a I imitation p^f- upon us by the 
HEW. I,f H^W funds any part of a research project, it attempts to retain 
rights to any invention made on that project. A policy of HEW is that only 
non-profit patent licensing organizations can handle such inventions. ADL 

I. 

naturally feels that merely because it pays taxes, that such discrimination 
is unwarranted and hot Jn the public interest. We have, because of this / 
policy, had to refuse to handle several interesting inventions' resoj I ting from 
HEW sponsorship, submitted to us by universities. 

Assuming now that we. have made a preliminary evaluation and are favor- 
ably impressed with the possibilities of successful commercialization, we 
then suggest an Agreement with the university submitting the invention in the' 
event we do not have a general Agreement. The nature of the Agreement may, 
of course, vary with circumstances, but. normally it provides for exclusive 
control by ADL for a period of time usually twelve to eighteen months. If 
we do not succeed during this period in obtaining "an acti ve commercial part- 
ner, we may be required by the university fo terminate the Agreement and give 
to the university all information, data, models, patent rights, etc. developed 
during the' course of the project. • ^ - , 

o 

f 

We do assume all the expenses or cause a licensee to assume such expense 
incident to the project from the time we begin our evaluation. Such expenses 
may involve further patent activity, further laboratory work, market* and eco- 
nomic appraisals as well as costs assoclaied with presentations and negotia- 
tions of licenses. We also may be involved in the subsequent policing of the 
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.pat eht i J censeg. and perhaps revisions of the Agreements 

ADL Is paid, 5f at al I, through the division of income from options and 
Itcenses- granted; A.typical .arrangement ca.^ls for an equal" division of Income 
although 4-h is ma.y be modified as necessary. , . 

"""'«> , - " 

We have not, so far, attempted in many cases to^Ct-for uni vei^sities in 
the exploJtatlon of inventfons arising from their faculty, but where tte have, 
we 'have been reasonably successful. Through an Agreement with M.I.T., for in- 
stance, with respect to one invention,, we have made and are currently making, 
a major contribution to their royalty income account. . 

Once an Agreement with the university has been consumated for a particu- 
lar invent [on, -we look upon the university as a client, but our day-to-day re- 
la/lonship is primari ly with the inventor. . We do bel ieve that the inventor 
should be personally involved ~ not only in the presentation^f the invention 
to an industrial partner, but also, perhaps, in carrying out^further work 
sponsored by the industrial optionee or licensee. This sponsorship could be 
an appraciabi.e contribution to the work of any department. 

Since the program we have carrie.d out at ADL with ADL developments has been 
successful: In generating a/signif leant amount of .sponsored work and royalties, 
we believe the. same approach can be successfully extended to inventions arising 
out of university research.. ""/ 
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AVAILABLE CORPORAtE ASSISTANCE: • 
■DRi OVORKOVITZ AND ASSOCIATES 

Lloyd Patterson,* " 
Vice President 

A Brokerage Service for University Technology Transfer ; 

lt*s always a good feeling to be able to give a presentation and then 
escape and have the questions that may result answered by a colleague. But t 
Bruce Da hi bo and I work so closely together that I don*t think there will be 
a problem. Last night I went over the listing of the institutions attending' 
this particular seminar and it was pleasing to note that over 50% of those 
present have some sort of an arrangement with Dr. Dvorkovltz and Associates. 
Also, there are several in the audience that know of the firm*s name, however, 
don*t quite understand how we function and the- services offered. 

I would like to point out that we hope to and^re striving to be a 
profitable organization. We are international and the simplest definition 
of Dr. Dvorkovltz and Associates is that we are product -scouts and new 
technology brokers. 



We have offrces throughout the world. These offices are small - one or 
two men per major country. The offices are headed by nationals who are fuM 
time sajarled employees. Their basic role In life Is to find new products 
and new processes and obtain authorization to expose them for posslbJe busi- 
ness jOr joint venture arrangements. We program these opporhunlties and^issem- 
Inate the Information Into the most likely potential licensees* hands. Over 
the past fourteen years we" have tried to develop a program and a. system to 
approach the most likely candidates. \ 



*See Appendix B fbr t^-f^graphlcal information 
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YouVve probably noticed out In the other room we have ha^ a computer 

7; 

terminal on display. Computer terminals per se* are not unique. We have data 
base banks in the U.S., Israel, and Japan and these banks "conta In over 7,000 
new developments which we have been able to find by contacting over 14,000 diff 
erent sources during the past 14 years. We place the program of each one of 
the particular developments we have reviewed into the computer. We do the 
same with major corporations which have listed the 1 r. interests and needs with 
us. We then use the computer essentially as a marriage bureau system. * ^ 

. The technique as employed roughly three years ago by Dr. Dvorkovitz and 
Associates and It is proving to be extremely successful. Currently we have 
over 500 arrangements for which we are responsible. Many of these have come 
from Universities and are being capitalized upop by corporations throughout 
the world. 

0 

0 

We have an established group of more than 300 clients. Examples are 
Standard Oil of Indiana, Sherwin Williams, Plllsbury, Quaker Oats, Kimberly 
Cjark, etc. We have as many clients overseas as we have in the U.S. Our 
obligations are first to these corporations. They pay us an annual retainer 
to find new products and processes and to assist them in accelerating their 
technical research and marketing programs. . . ' 

None of pur sources have any monetary obi i gat ions to us at ail. We 
basically work with four types: 

\, The Universities . We have been approaching the Universities and 

trying to assist them in licensing every way possible. Each one , 
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of our people, whether in England, France, or here in the U.S., 
approach every major technically oriented university. Univer- 
sity sources are not always the large, well known school. Some 
of the smaliler ^institutions have been extremely productive and 
very successful. The universities, presently, constitute approxi- 
mately lOiS of the total base bank we offer to our 300 clients. 
If our clients reject the technology.we have offered to them based 
on interest and needs, then we have additional thousands of direct 
contacts throughout the world that we can go to and offer the tech* 
no logy accordingly; These Interests and needs we receive come- 
from the direct contact of visiting with research dir^ectprs, vice 
presidents in charge of corporate development, and presidents of 
smaller companies. They ^ive us this information primarily be- 
cause they are interested in accelerating their programs. They 
truly are interested In new products and opportunities. The 
other three types of sources that we do deal with constitute a 
larger percentage of the data bank. 

The Independent Laboratory . Here there are typically five, ten, 
or fifteen men concentrating in one given area, having expertise^ 
in that area and, of_course, doing research for profit. We hav.e 
been very success^fu! with, these groups. They prepare an excellent 
package to present. Everything Is tangible. 

The Major Corj )ratipns . This could be sqln off technology. I 
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don't like to use the term because it always gives one the 

\\ . . .... 

feeling that perhaps its "old hat and dusty" and has. been on 
the shel'f for a long time. That Isn't necessarily true and 
we're finding that much of the technoJogy offered by the ma- 
jor corporations Is of a kind that has experienced success. 

We have been successful In licensing corporation technology 
' ' <^ ■ . 

and It's becoming more available. 

4. The Governmental Institutions. This includes the DHEW, the USDA, 
the Bureau of Mines, etc. 

These are groups that are^- providing us with technology to expose for 
licenses both on ah exclusive and non-exc1usive basis. So our totaj base 
bank of over 7',000, I have previously mentioned, is made up of technology j 
toming from these foi/r" basic sources. 

I do wish to emphasize that the universities are beginning to place, more 
technology- into our system and therefore this percentage of the total data- 
bank is increasing considerably. The quality is also increasing and this is 
one thing that pleases us. More optipns and licenses invol Vi.ng, university „ 
tpchoplogy have b.een experienced by our firm in the last three ye^rs than ever 

before. We- have had a recent license which involves a six figure monetary 

■ „ * - x ' /, ■ ' 

number - a university, development going into a major corporation the U.S. 
So we're del ighted wi'th what we are experiencing.' V' -r / 

The biggest problem we are encountering with the utji versities is that the 

j 

preparation of the licensing package has not been sufficient. Normally, things 
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arenH very tangible. A corporation will not pay for a paper patent. They 
find that they need something that they can put their "teeth into." They 
want to have a model that they can pull apart and test and determine whether 
or not that particular development is an improvement over the pri.or art. 
Also, sufficient time for patent filing overseas assists in making an Jdeal 
pacl^age. We like to have U.*S. patent applications filed, but we will also 
consider of fering .on ly know-how if filing has not been done. Our clients are 
Interested in lead time. Corporations are usual ly^ looking for the opportunity 
of getting a product into the marketplace before their* competition does. 

We believe the system and the technique that we do offer can be, and 
Is proving to be, very beneficial to the universities as well as other 
sources, and of cpurse equally beneficial to our clients, the licensees. 
That is why we were continuing to be retained and have a continuing increase 
in our data bank size. 

ft 

The company is relatively small. Our total staff Js in the magnitude 
of 30 peopl§, but we are doing only one thing: international licensing. 
We don't do any laboratory evaluation, market research, or acquisition .work. 

At the beginning I mentioned that we don*t charge our sources and this 
is a very Important thing as far as our service is concerned. We believe 
that the people who have invested money In a. development and have done an 
adequate job of preparing the package for license have done a sufficient 
amount^ and now they should receive a return. 
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When I mentioned the company, being responsible for 500 success stories 
many of these, of course, are options which may never develop into a license. 
Some of them also Involve joint ventures. A portion of these, however, do in- 
clude arrangemefffs with universities. One of the fascinating thi^ngs about 
this Is that many of these corporations that have taken licenses and options 
from the universities, are also the corporations that have been funding and 
placing money into the hands of the same universities. Therefore, knowing 
the 'right people to meet, knowing what is available besides just giving the 
money to a university In a general way, has been extremely profitable in pro-; - 
moting licensing and technology transfer between universities and corporations. 

Our organization in the last three years has been placing a considerable 
amount of effort in trying to work with>the universities. In addition to our 
annual industry/university forums, which began in 1973, we have set-up several 
individual seminars, with the University of Miami, and Northwestern, for ex- 
amples, trying to introduce industry, and get the industry feedback into the 
university. This seems to help. You can do this on your own, of course, but 

o 

the critical point is that you must prepar .3 properly, to offer properly . 
During the last few days I have listened to a lot o< problems being discussed 
and there are many "involved, but one of the solutions is to prepare your pack- 
a^e so you can at least encourage the ind^ustry to become interested. As I 
fiaV^Vmentloned they are not Interested in just an issued patent. You need 
something tangible. You should have a sarrtpl'e, a working model, make available 
the/ faculty member involved, have the patent people involved, have some sort of 
Id^a like controlling or monitoring air pollution or spmething of this nature. 

0 
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Corporations not difficult to work with. They are willing to give you 
the feedback of what they are Interested in finding and what they need. We 
have programmed much of that information in our computer data bank. Industry 
is. in search- they peed products, processes, technology, etc. ^• 

So, what's so unique abput our computer'termlnal ? What's so unique 

a 

about computerization? It's the way we are using it to locate and establish 
the technological fit. Competition? In a recent survey there were 50-55 
corporations, firms or groups claiming to be involved^ln international I Icen- 
sing, or licensing In general. We believe Dr. Dvorkoyitz 4 Associates are 
different and unique. We believe we are complementary to some, such as Research 
Corporation, Battel le Development Corporation, and Arthur D. Little, Inc. 

They function differently, have a different purpose In life. Our basic role 

> 

Is to serve as an Intermediary, offering opportunities based on profile in- 
formation. The story is very simple. Industry is anxious to meet you. In- 
dustry Is willing to pay. If you can expose your technology properly, youM I 
end up being very successful in your licensing activities. 
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AVAILABLE CORPORATE ASSISTANCE 
DISCUSSION 



Questioner: As a general question to. the panel, I wonder If there is any 
thing Inconsistent with being a not-for-pi;of It organization and the fact that 
Innovation, largely deals with an entrepreneurial spirit. 

Mr. DIckerson: I think It really depends on what your purposes are. If 
your purpose Is 1 1 ke Battel le's to introduce technology to Industry "not-for- 
.profit" doesn't necessarily mean you don't make a profit. Belng.%non-prof It 
means just that. The two words are kind of different. The only thing about 
a not-for-profit is that you have to turn your income into the purposes of 
the not-for-profit organization. So I'n our case we have to be entrepreneurial 
In the business we're in to make the money hopeful ly that goes back into the 
corporation, to be used for Its other charitable functions. 

Dr.Marcy: I think that the terms not-for-profit and non-profit are 
real ly definitions in the Internal Revenue Act. The way that you go about 
your operation real ly has no relationship to that except that you have, to " 
be careful that you don't do certain things that throw you over into the pro- 
fit category and get you in the situatk-^n where you have to pay taxes. The 
advantage to being a non-profit or a not-for-profit organization, as we look 
at It at least. Is that SO^t of our income would go Into the federal govern- 
ment coffers if we had' to be taxed. We think that 50% is better spent by 
supplying grant money for basic research at universities and we think we 
know how to do that quite wel I. I didn't stress this when' we were talking 
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before, but our grants are given for fundamental research in the sciences and 
we are just about at the moment, the only organization in the whole country 
that is doing this to any extent. We frequently find that we're giving grant 
money to individuals who have first approached HEW or NSF and have been turned 
down on the basis that the proposal is too far out. Why don't you go to Re- 
search Corp., if they wil I support you for a year or two and if you are success- 
ful, come back and then weM I give you a grant, from NSF and HEW. So we ^ 
think that our little bit of pittance in this area is seed money and we'd much 
rather give it back to th"e university for this kind of research than to give 
it to the federal government .general treasury where it's going to get lost some- , 
where and never come back. So in our case, the not-for-profit and non-profit cate- 
gory Is something we are jealous about and we want to keep. It doesn't have 
any reference really to the entrepreneurial spirit or the way we go about ^dolng 
our activities. 

May I say one more thing. You can be a not-for-profit and still pay a^ 
federal tax. If you are chartered as a not-for-profit In the state, you may 
or may not pay federal taxes depending upon what IRS decides In the next six 
or eight months. ^ » ' 

■Mr; Dickerson: This is a more critical problem with Battel le than It Is 
with Research Corpr, believe me. ^ * ^ * 

Dr. Johnson: Well, I am about the only guy around here who Is in busi- 
ness to make a buck and pay taxes, aside from Bruce Dahlbo (of Dr. Dvorkovltz 
and Associates). Bu^ our business is based on doing work sufficiently well, 
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even though the .price may be high, that somebody will pay for and pay us 
enough money so. that, we can pay taxes. And we do. And our handl ing of in- 
ventions and dealing with people have to be on that basis and the object Is, 
of ctiurse, to make money for whoever we work for. If it's the universities, 
we intend to make money for them and I don't know that it's such a great 
difference between a not-for-profit and non-profit, but at least I know that 
• In our case we are successful in making a profit. 

Mr, Rosenberg: J know that many of the questions here wllJ be rjoncerned 
with how universities and colleges Interface with the technology and the patent 

■ development corporations. I am also concerned with now HEW; for example. Inter 
faces with these groups and I would like. If I can, to take a few minutes and 

' ask Norm Latker If he could comment on that. That is, specifically, how does 
his ageijcy interact with« corporations such as represented here? , 

Mr. Latker: I wanted to volunteer that Information. First, I'd like 
to say that the HEW patent policy just didn't grow out of a vacuum. I think 
Will Marcyois prefectly correct In, indicating that his organization had a 
■ great deal to do with how it developed. The^ultimate idea was to write an 
agreement that would create the kind of inffrfaces that we needed with patent 
management organizations, already in existence: Basically there are two 
clauses In our institutional patent agreement that directly relate to Research 
Corp. One of the clauses provides that any.patent management organization 

* * » < 

that an institution uses must be for a non-profft patent management organtza- 
tlon. so Dr. Johnson's criticism is perfectly correct. The second clause has 
to do with royalties. Now, these are two negative kind of aspects that are 



ERIC 



189 



184 . , ■ 

In the agreement, and nearly the only two negative aspects that you find. 
The first one to my mind makes some sense because the Department had sorrvs 
fear that In providing first options to the Institutions that we would create 
a patent portfolio In the han*?s of the universities that might attract the kind 
of patent management organlzatfons that Tom Martin spoke about yesterday. Basi- 
cally the limitation in the agreement was put in there with that In mind, but 
not aimed at anybody like Arthur D. Little, Inc. Secondly, we recognize that 
when the clause was Included, you don't have a problem with the non-profit 
patent management organization because we know that the funds coming from the 
university sector are ploughed back into the research area. With the profit 
making organization, we don't know where the other half cjf the funds go. Our 
reasoning was that as long as there are non-profit people in the area, let's 
go with them jecause we are getting more funds back into the research area. 

The royalty restriction to my mind makes less sense. Some major univer- 
sities have been unable to acquiesce to the kind of celling, that we have 
established. You know, a better policy on a long range basis would probably 

be to examine at the time we make the institutional agreement, what the unlver- 

•> 

sity policy is. If it appears to be reasonable on Its face, thejQ^you could 
just go with it. But unfortunately at this time we do not have a sljding scale 
situation and the prospects of changing it is somewhat dependent upon the 
squeaky wheel. This is all feading up and getting back to Arthur D. Little, Inc. 
because to my mind Arthur D, Little is not really a patent. management organiza- 
tion. It Is sort of a hybrid organization in that it functions like Battel I e 
and contributes risk funds up front. This is quite different from the kind of, 

t 
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patent management organization we were thinking about when we wrote the clause 
My answer to Arthur D. Little Is along this line that the Invention rights In , 
our deferred policy or institutional patent agreement policy are left to the ' 
Institution. Now the Institution can pick out Its licensees at Its own dis- 
cretion. If I was an Institution, I would view Arthur D. Little as a prospec- 
tive licensee as opposed to a patent management organization. If they are 
going to make a contribution of risk capital to the bringing of the Invention 
to the market place, then the Institution Is In a position, to license them. 
The mere fact that Arthur D. Little Is not going to be the last licensee Is 
not .material from HEW s point of view. What we want to see Is, the Invention 
get .to the market place. So to a certain extent Pm Just putting the ball . 
back Into Arthur D. Little's court here In that I think It's up to them to 
decide whether they can live with the conditions of our deferred determlna- 
tions clause In the institutional agreements and become a licensee In a sltua- 
tlon where they are going to risk capftaL After their participation has 
ended they would need to seek out the ultimate deliverer to the public then 
write their own contract In concert with .the university's interests. 

Questioner: I would like to know more about Dr. Dvorkovitz arid AssocI- 
ates. Since they Indicate there Is no cos-t'to the university, I think they 
need to tell us just exactly where the money comes from/when the university 
' Is bound, and when the potential licensee Is bound to Dr. Dvorkovitz. How 
are they limiting the marketing capabMlty of the university when this In- 
formation qets into their system? In other words, we need to know just what 
klM of a brokerage agreernent this Is. What are your relationships with the 
'Industry people who^ look at your data ba,nk? 
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Mr. Dahlbo: Well, actually there were several questions asked. First 
of all the universJ.ty Is not committed to us on any kind of an exclusive basis 
such that they lose any of their options. Throughout the world in our rela- 
tlonshlps with varloijs sources of technology we do have different kinds of re- 
latlonships. In some cases we have exclusive agreements whereby the I i.censor 
agrees that we will, be the exclusive agent acting on fxls behalf. This Is still 
not an agency agreement In tha legal sense of an agent whereby we can bind any- 
one. However, with the universities we have taken the approach tfiat we do not 
expect to limit them. We yfew it rather in. a practical way. If we do a success 
ful job for any source we think they will be wl I I ing and eager to work with Ds 
in the future. So It's put on a basis that If m perform for tjiem they will 
probably want to give us new things In the future. If we get them at an early 
enough stage, we'll do a good job for our clients In bringing It to thefr^ 
attention, giving them the lead time they want. So as far as the, commitment on 
the part of the university is concerned, none of your options are given up. You 
are free to make direct contacts If you want to. Now, on the Indpstrlal side, 
again we have different types of agreements with different indystries. We have 
different, types of services with these people depending upon how they contract 
with us • So In some cases /some of the companies want to receive things f\t^ 
before its given to others and we explain this to our sources. In other cases, 
people contract for service in which they may receive the Information at the 
same time that other people do throughout the 'world. In other words, it's a 
general information service in that case. So the commltme/its^on tne side, of . 
lOiclustry vary considerably accprding to the.kind of service they want from us,^\ 
but the commitments on the side of the licensor, in the case of the university. 
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are clean cut. Nobody Is committed to Jet only us work on. their behalf. You 
do not give up your rights to make direct contacts If you want toi Negotia- 
tions are normally conducted directly between ypu and the licensee although we 
are wi.lling to help -If we are requested. 

Dr. Tyler: Bruce had told me several years ago that they have an/)fflce 
In Vienna and an expert who travels behind the Iron Curtain and represents 
them, and one of their objectives Is to exchange techno I pgy with companies and 
perhaps universities behind the Iron Curtain with the Western World. So there 
are two questions: (I) Are these countries generally honoring the Interna- 
tlonal Patent and License Agreements that prevail In the rest of the world? 
and (2) Has this been effective In the sense that any appreclab le amount of' 
technology has been transferred In either direction? • 

Mr. Dahlbo: I would answer the first part of the question by saying 
first of all that we're not, I am certainly not a lawyer or a patent attorney 
and our company Is not In that field so I couldn't comment on some of the fine 
points about to what extent they honor the Patent Agreements and= Patent Laws of 
the conventions. As far as I know, In general, they do. The extent to which 

.technology transfer actually takes place. In one direction or another, though, 

ft 

Is governed by other things, economic conditions and what not. In general, 
In talking from our viewpoint, we have been more successful In getting tech- . 
nology from the Socialist countries to license elsewhere than we have been able 
to get It from elsewhere and bring It Into the Socialist countries. This Isn't 
too surprising because In many cases they have Invested their money In heavy 
Industry and In that case there Is no function served by a middleman. If they 
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want .to put up a better steel mill, they know where to go. Or if it is a- 
huge chemical complex, they know where, to go. So they don^t go through a 
middleman in that case. The other thing is that they work on a 5-.year plan, 
and so on, with certain programs. They know what they want to do next and 
in genera H/Fhey know where they want to go to get it. It is very hard to take 
something new, go to a Socialist country, no^ matter which country it is and 
try to sell them in the sense we are accustomed to in this country. To pro- 
inote an. idea, that is, to get them to start something new isn't part of their 
psychology, it isn^t part of their viewpoirul^. While they do have a lot of. ^ 
research and a lot of very interesting things making It possible for us to 
get technology from there and bring it back. In all honesty I Would hate to 
say that we could make a living oh what we have been able to license In the 
other di recti on. 

Questioner: In view of the comments with regard to the estimated market 

ft ^ 

potential of inventions and discoveries being relatively high, what happens 
to these inventions and discoveries that are far less than two million dollars 
annual sales, the sum total of which may provide a college or university with 
a portfolio of a lot of small hits rather , than one large one? 

Dr. Marcy: Naturally, one wishes, to talk about successes, and the big 
things because it Is more dramatic. I would say that most of the inventions 
that we handle are in the $50,000 a year category or under in terms of numbers. 
Now, one has to have a roya I ty Income. 
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Questioner:^ We are talking now, primarily, about sales. I think the 
figure of two million dollars a year annual sales was mentioned. Project 
that If. you can In terms of royalties. What would that be? 

Dr. Marcy: In terms of dollar Income, If you're talking about two 
mil lion dollars In. sales at 5% income that's $100,000, Isn't It? Now If 
you are talking about one that only commands 2% royalty Income, why then of 
course the sales would be that much more to get that $jOO,000.. It fs very 
difficult for us at least to think In terms of sales and use that as a cri- 
terion. We tend to. think In terms of royalty Income we can get because that's 
what the university is really Interested in and what we are interested in. 

Mr. Dickerson: Ck)uld I add something? Remember I told. you our cri- 
teria was 10 to I income to us. If we, put $10,000 Into something we hoped 
to qet put of that 10 tln»es $10,000 over the I ife of the patent,, whatever 
It Is - $100,000. . So you can't go, we don't go as Dr. Marcy says, based on 
sales alone except that you've got to guess at the sales to figure out what 
your potential royalty income will be. 

Dr. Johnson: I guess I used the two million dollar sales figure. That 
was only to Irrdicate that the market should be a good sized market and not a ' 
small one. We have licensed things that bring in two thousand dollars a 
year and it takes almost as much time and almost as much money and just as 
much risk as to get $2,000 a year of which, in this cas^, the university would 
get $1,000 as it does to handle something with a much hjgher potential. Of 
course you are right, you are thinking in terms of Jiow much royalty it brings. 
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but the two million dollar sales figure Is just to give an indication that It 
should be good sized. 

Mr. Stam: 1 have a comment: I think the university community,^ in our 
particular case, has a high statistical success in licensing and a low royalty 
^income. We are serving two functions for the federal agencies who sponsor us, 
and for essentially the local business community, by transferring this techno- 
logy because they are making Instruments for which there Is a need but a small 
market, with serving a business function for small business, tp which maybe a 
$50,000 increase in Its cash flow is significant and, we're seeing to It that 
these little Inventions, which may significantly contribute to the advance of 
commercial products available, do reach the market place. Maybe this Is one 
area where the university acting on its own, in Its own area, can f I I.I a vacuum 
left by development outfits, no.matter how ultruistic. Who necesGari ly 'have 
placed a minimum on what they will handle. 

Dr. Marcy: WeM, H would like to make a comment on that comment. In 
our case, we think in terms of just recouping the money spent. If we can see 
that over the life of a patent we are going to spend $10,000 and we can see 
that we' I.I get $10,000 back, weM I pick It up* We don't want $100,000 back 
on that $10,000 investment because In a way, which is perhaps different from 

Y 

the other people here,! we again identify with exactly the problem that you 
are talking about, Lee, that It's important for the university to recognize 
its obligation to federal granting agencies and put people in the businesses. 
This Is the thing to do. We have actuallj/ patented things where there Is no 
hope of getting licensing Income back just for that, very reason. 
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Mr. Dahlbo: I guess we're somewhat different than the others In the sense 
that we take a statistical approach and, frankly, through the years we tound 
It's very difficult to r^redlct what will succeed and slnce'^we are not develop- 
ment people, ourselves, we often don't know what the market potehtlal may be on 
different inventions so we end up handling many different types of Inventions. 
By the nature of our business we have to put our time, Into It to try to get a 
.licensee and then what happens at the end of that Is' that some generate a lot of 
money and some don't generate very much* But we don't find that out until 
afterwards. ^ ' , 



Dr. Frelse: I'd like to. ask the panel if there is any feeling that a 
lot of what Is submitted to you people by universities Is really not going to 

f 
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be usable technology? That .Is, If the unlversilty has any expertise at all It 
can probably recbgnize the really big patent. If It Is something that does not 
require large amounts of development the university will probably proceed on Its 
own. It's the smaller ones that they are not sure about that may be submitted 
to Research Corp. or Battel le or glyen to Dr. Dvorkovitz to put Into their data 
bank. Our survey Indicates that the Institutions working on their own appear 
to be doing somewhat better statistically than the general figures quoted by the 
companies. I have a feeling that It Is because you don't follow the smaJ I ones 
that the university, may follow and secondly, you may not get the good ones^. 

Dr. Marcy: This Is kind of an aside before I give you an answer, but yes- 
terday you showed In your report you have a list of 100 universities that you 

contacted and I think you made the statement that something jike 40 of these also 

\ ' / . : 

had agreementslw.lth Research' Corp. , Is that right? 
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Dr. Freise: Of the 50 that responded, 42 had agreements with Research 

Corp. 

Dr. Marcy: Oh, then I missed the point. And my comment is not really 
germane* But I took your list of 100 schools and I counted how many actually 
do have agreements with Research Corp., and it was 80 of them. Now, not all 
80 of these are submitting invention .disclosures through us at the same level 
of activity. Some schools of those 80, we never hear from. Now either they 
don't recognize that they have an agreement with us, they don't remember i^t, 
or the person who negotiated the agreement with us has left and^nobody has 
replaced him or something like that has happened. Many of the schools submit 
one or two inventions in the course o|^ year. Now this is ridiculous from 
a university that has four or five or ten million dollars worth of research 
grants. There are other universities that submit something in the order of 35 
or .40 to us a year. Now, I think this goes right back to defining an inven- 
tion and how you recognize it at the university level. My feeling Is after 
working with a number of universities that the university people themselyes. 
Including the inventor, do not recognize an invention when they see it, and 
also they do not recognize whether they have done work that is sufficient to 
make an invention. The inventive properties in a scientific discovery may 
not relate at all to what the guy was working on or thought he was working on. 
it may be entirely peripheral. It takes somebody with some experience and 
expertise^ in Identifying an invention to tell whether something is worth look- 
ing Into or not. And that's wher^ Lee Stam's strong point is. He can take 
what is pre raw data from people at Cal Tech and he can give It one quick look 
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and say, "This Is inventive," and "This Is not." Whereas i think that In. many 
schools It Is not even recognized that you need to do that. So when you try 
to generalize on the basis of a survey such as you did, I think It^s almost 
Impossible to draw any valid conclusion unless you know one heck of a lot 
more detail about how-the Inventions surface at the university. And It Is 
this point that we 'are trying to approach In our NSF studies we are going to 

3, • 

be doing. 

Dr. Johnson: Well, I have just one comment on small Income and large. 
Historical I y, whether 1+ Is NRDC In England, Research Corp., Battel le, or 
Arthur D. Little, whoever does this, there are one or two, maybe at the most, 
three Inventions, that power the whole thing, and all of the rest of them are 
of practically no Importance. So It's kind of a numbers game. If you see 
10,000 different Inventions then the chances, of your getting a bid are 10,000 
times better than If you onlv see one. And, I suppose what you try to do Is 
to be sure that you don't mi^s the Important invention. 

Mr. Dahlbo: I wonder if there Is any concern about the success of this? 
That Is, the more successful a university may be in a monetary sense with its 
Inventions, won't there be an Increasing detraction away from basic research 
at that particular university? That Is a question for the panel as well as any 
one in the audience. 

Dr. Marcy: ^Well, there is always a danger of this. It Is very Interest- 
ing to work with an Inventor who fop 20 years has been altruistically oriented 
and thinks that patents are dirty. To have him make an Invention that suddenly 

.• ' ' ( 
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turns out to b.e a million dollar Invention overnight. It Is Interesting to see him 
switch 180 degrees, and It almost invariably occurs. So youWe gof to be care- 
ful how you treat the Inventor, If you really want to retain him on youP faculty 
after he has made his invention,, whether he is going to have any value to you or 
not. We had an Inventor once recently who was In a chemistry department, had a 
very good reputation, and commanded something In the order of $200,000 worth t)f 
federal grant money a year from, various agencies. He had something Hke ten or 
twelve doctoral students working for him jand about ten or twelve post-doctoral 
students working for him. He was really Gung Hp. He made an invention and he 
said, "Gee, this Is such a simple Invention. I know how to exploit this all by 
^myself." And so. In due course, we arranged with him to "exploit his own Inven- 
tion* But when he said that to me I turned to the university administrator 
and without the inventor knowing it, I said, "Well, now they're going to have 
to make a decision sometime down the road. Either he is going to be a col lege 
professor for the rest of his life or he is going to go off and be an entrepe- 
neur." And the response I got from the administrator was, "Oh no, we can con- 
trol this." Well as sure as shooting,, after two years he stopped being a 
college professor and now is a businessman. And this happens, and you can't 
help It , human nature being what it Is, with most peopi?. So, you've got to 
take this. What you do about it Is up to the university, and I think that the 
inventor wMI solve the problem for you by quitting the university because as 
soon as he gets the smell of the green stuff In his nostrils, he is lost. 
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A NOTE ON THE INFORMAL DISCUSSIONS OF OCTOBER 16, 1974 

As indicated In the preface, a primary function of the conference was 
to stimulate a maximum of personal interchange between all the participants. 
To promote this kind of communication, the final afternoon session was divided 
Into separate concurrent groups each Intended to address In further detail the, 
subject matter Initiated by the /our panels. These meetings were completely 
i^nstructured and allowed the conferees either to remain at one meeting or 
leave one and attend another to seek additional information or to discuss 
specific problems. 

'"Due to the informality and the highly specifJc subject matter of the* ^ 
discussions, no attempt was made to record these particular sessions for the 
Proceedings. 
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University of Wisconsin - Madison 
B3I , Bascom Hal I 
Madison, Wisconsin 53706 

George A. Ru.ssel I 
peah. Graduate College 
University of llllnois^at Urbana- 

Champaign 
The Graduate CoWege 
330 Administration Building 
Urbana, Ullnois 61801 

A. D. Rychlik ^ . 

Associate Director 
Texas A i M Research Foundation 
F. E. Box ^H 

College Station, Texas 77843 

Donald H. Sanderson 

Associate Licensing and Development 

Pf 1 zer I ncorporated 

235 East 42n.d Street 

New York, New York I00I7 
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Fiscal Officer 

Texas A & M University 

Texas Engineering Experiment Station 

Col lege Station, Texas 77843 

Howard D. Segool 
Director 

Comtech, School of Engineering 
•UnXversity of Massachusetts 
Amherst,. Massachiisetts 01002 

Winston T. Shearon, Jr. 

Special Assistant to the Associate 

Provost for Research 
The University of Virginia 
Mad i son Ha I I 

Charlottesvi I le, Virginia 22903 
Robert-D. -Shpi ner — ^ — — 



Director, Aerospace- Research 

Appi i cat ion Center 
Indiana University 
400-East 7th Street < 
Bloomington, Indiana 47401 

s 

Saul J. Shupack 

Assistant Professor of Chemistry 
Chemistry Department 
Vi I fa nova University 
VMIanova, Pennsylvania 19085 

Bruce M. Smackey 

Assistant to Vice President of Research 

Lehigh University 

443 Whi taker Laboratory 

Bethlehem^ Pennsylvania ^18015 

ChaVles E. Smith, Jr. 
Director, Office of Research 
Ball State University 
Muncle, Indiana ^ 47306 

Ray 'E. Snyder 

Counsel lor at Law 

518 Can-Dota Avenue 

Mt. Prospect, Illinois 60056 . 

Richard A. Spencer 

Special Ass instant, OAS/S/T 

Department of Commerce 

14th' anti^ Constitution Avenue, NW 

Washington, D. C. 20234 



Mary Spores 

Departmental Assistant, ORSP 
Northwestern University 
Rebecca Crown Center 
633 Clark Street 
Evanstbn, Mlinois 60201 

n. L. Stam 
Patent Officer 

California Institute of Technology; 
Pasadena, California 91109 

Robert C. Stephenson 

Special Programs Administrator 

Texas A & M University 

c/o Center for Marine Resources 

CoMege Station, Texas 77843 

Lester L. StQUt* 

Associate Director for Contracts 
'~ AllrniWiTtTat'j''on — 
The Ohio State lUni vers ity 

Research Foundation 
1314 Kinnear Road 
Columbus, Ohio 43212 

M. K. teste rman 

Associate Coordinator for Research 

University of Arkansas.^n 

P. 0. Box 3dj.7 

Little Rock, Arkansas 72203 

s 

Daniel A. Textoris 

Professor of Geology and Associate 

Dean, Research Administration 
University of Nortf^, Carol ina at 

Chapel HI 1 1 ' 
02 South Bui Iding 

Chapel Hill, North C^Volina 27514 

H. Will lam Trease 
Legal Assistant, Patent Management 
Section 

Office of University Vice President 
for. Educational Development and 
Research. 

202 Jessup Hal I 

Iowa city, Jowa 52242 
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*Wal lace C. Treibel 
Government Fiscal Relations and 

Patent Officer . . 
University of Washington ' 
Room 275, Administration-:Bui:!ding 

AG-70 

, Seattle, Washington 98195 

Winfleld W. Tyler 
Office of Academic Funding 
Cornel I University 
Ithaca, New York 14850 

Charles D. Waring 
Executive Secretary, Committee on 
Patents 

Virginia Polytechnic Institute 

and State University 
Room 340, Burruss Hall 
Blacksburg, Virginia 24061 

Theodore WI Idi . 

Assistant to the Vice-Rector • 

(Academic) 
Laval University 
Quebec, Canada GIK 7P4 > 



Bruce Wo If anger • 
Assistant Treasurer 
-University of Rochester 
River Campus Station 
Rochester, New York 14627 

Al Ian S, Yard 

Director of Academic and jGovernment 
Liaison 

Hof f man-LaRoche I ncorporated 
Research Division 
Nutley, New' Jersey 07110 

Edwin T, Yates 
Patent Management Officer 
The Johns Hopkins University 
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Assistant Director 
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Station 
105 Applied Research 
UnJversCty of Utah 
'Salt Lake City, Utah 84112 



ERJC 
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BACKGROUND INFORMATION 0^ PROGRAM PARTICIPANTS. . 



IRVING ANTIN 

Irving Antin is currently the Director in the Office of Research 
Siupport at Marquette University in Milwaukee, Wisconsin • His 
past administrative background includes positions as Secretary 
of the faculty and Director cf Bureau of Publicaxions at the 
University of Wisconsin at Milwaukee, 

Mr. Antin received his B.S. from the University of Wisconsin 
(History), an M.S. from the University of Wisconsin (E. Asian 
Studies), and has done doctoral studies at U. of Wise. (Ecpnomics 
Economic history). 

He is affiliated with the American Economic Association, Organ- 
ization of American History,' Association for Asian Studies, 
Society for History of Technology, Natural Conf. Admin. Res., 
Nat. Conf. Philanthropy, SRA, NCURA, Assoc. for Inst. Res., . 
AJCU Conf. on Research, AAAS^ 

HOWARD BREMER ^ 

^ Howard Bremer is a native of Wisconsin,' and is presently patent 

counsel for the Wisconsin Alumni Research Foundation. He • 
received his B.S. in chemistry from the University of Wisconsin, 
and an L.L.B. from the University of Wisconsin. Mr. Bremer is 
a r.cn±>cr of the State Bar of Wisconsin, Patent, Trademark and 
Copyright .Section of State Bar of ^Wisconsin, and the Milwaukee 
Patent Law Association. He has been admitted to practice with^ 
the courts of the State of Wisconsin, United States Patent Office 
Court of Custom and ^ Patent Appeals, District Court Southern 
District of Ohio and the United States Supreme Court. 



THOMAS. BERRY COBB 

Dr. Cobb is presently the Director of the Research Services 
Office at Bowling Green State University. Born in Atlanta, 
Georgia, he received his B.A. from Southern Missionary College^ 
(Physics and Math),, an M.S. from the University of South Carolina 
(Physics) and a Ph.D. from North Carolina State University 
(Physics). >^Dr. Cobb is a member of the American Association 
for the Advancement of Science, American Association of Physics 
Teachers, The Society of Sigma Xi^ and the American Physical 
Society (Ohio* section). 
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RALPH DAVIS 



Ralph Dayis is currently the Associate Director of the Division 
of Sponsored Programs and Patent Manager for the Purdue Research 
Foundation. A native of Alabama ^ he received a B,S. from 
Auburn and' an M.S.. and a . Ph.D. from Purdue University, 
holds a faculty appointment as Professor in the Department 

Agronomy and has served as Assistant Dean of the Graduate ,Scbpol 

at Purdue. He was Visiting Professor at Oregon State University, 
1959-60, President of Crop Science Society of America, 1962-63, 
and Editor of "Crop Science", 196U"'^67. He is a member of Sigma Xi, 
Phi Kappa Phi, Omicron Delta Kappa, Gamma Sigma Delta, Alpha Zeta, 
American Society of Agronomy,, and AAAS, 



R. F,. DICKERSON 

R, F, Dickerson is Vice President and General Manager of Battelle 
Development Corporation. He joined Battelle in 1948 as a 
Metallurgical Engineer specializing in research concerned with 
* nuclear materials. He has been with the Battelle organization 
since that date and has served as Assistant Division Chief; ^ '^^f' 

Research Division Chief; Assistant Department Manager; Staff 
Manager at Battelle-Northwest; Assistant Director of BMI Inter- 
national; and Diipector of Marketing, Battelle Development Corp. 
He has been responsible for the management of research, Battelle 
construction and real estate in the Pacific Northwest, and marketing 
of research, both in the domestic and int^'ijnational markets. 

Mr; Dickerson holds a Master of Science Degree in. Metallurgical 
Engineering from Virginia Polytechnic Institute and State Univer- 
sity, where he served as an instructor prior to, ^obtaining his 
graduate degree. \ * - . 

Mr, Dickerson is a member of the American Society for Metals, 
AIME, and the American Marketing Assoqiation. His community 
activities include work with the Boy Scouts, Kiwanis, Goodwill 
Industries of Central Ohio, Inc. (where he is^ on the Board of 
Trustees), and various youth athletic programs. 



ROGER DITZEL 



Roger Ditzel currently is serving as Assistant Manager of 
the Iowa State University Research Foundation, Inc. Born in 
Iowa, he received his B.S. in chemistry from Iowa State University. 
Mr, Ditzel is associated with the National Council of , University 
Research Administrators, the licensing Executives Society, and 
the American Chemical Society. 



212 



G. WILLARD FORNELL 

Willard Fornell has beeii Patent. Administrator for* the Univer- 
sity of Minnesota for the past 16 years. He received his B,B/A, 
from the University of Minnesota* 

He has been active in COGR (NACUBO) and served on the committee 
. which produced the publication "Patents at Colleges and Univer- 
sities"earlier in 1974, 

EARL. FREISE 

Earl Freise serves as Assistant Director in the Office of Research 
and Sponsored Programs and is Associate Professor in the Departinent 
of Materials Science at Northwestern University. His educational 
background includes a B.S. in MetaMurgical Engineering from 
Illinois Institute of Technology, an M.S. in Material Science, 
Northwestern University and a Ph.D. in Metallurgy- from the ^ 
University of Cambridge. He is a member of the American Society 
for Metals., the American Institute of Mining and Metallurgical 
Engineers, the American Society for Engineei?ing Education, and 
the National Council for University Research Administrators. 

LAWRENCE GILBERT - 

Lawrence Gilbert Is Director of Patent Administration at ' 
Massachusetts Institute of Technology. He received his 
B.A. from Brandeis University, an MIM from American Graduate 
School of International Management ^nd a J.D. from Suffolk Law 
School, He has consulted for tlie New England Industrial Resource 
Program. He is <a member of the American' Bar Association, the^ 
Massachusetts Bar Association,^ the Boston Patent Law Association, 
and the Licensing Executive Society. 

He has been at M*I.T. since 1966, serving initially as a Patent 
Attorney . 

ALFRED JOHNSON 

Alfred Johnson is. the Director of Invention Management with 
Arthur D. Little, Inc. He holds'^a B.A. degree in Chemical 
Engineering^^ and- Business Administration from MIT, and a Juris 
Doctor's Degree fi^om Boston College Law School. He is associated 
with the American Patent Law Association, Boston Patent Bar 
Association, and the Licensing Executive Society. 
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JOSEPH J, KEELEY 



Joseph Keeley is the Associate Director in the Office of Research, 
Adrninistration for the University of Michigan* A native of 
^ New Jersey, he received his B»A» from St. Mary's and a J.D. from 
Georgetown University. His past and present memberships include: 
Federal Bar Association, Dis;f:rict of Columbia Bar Association, 
American Management Association, American Society for Industrial 
Security, National Conference of Research Administrators, and the 
U. S. Naval Reserve. 

NORMAN J. LATKER 

Norman Latker is Patent Counsel for the .Department of Health, 
Education, and Welfare in charge of th^.;featent Branch, Office 
of the General Counsel. He is responsible for the administra- 
tion of the Department's patent program and for legal Services 
to the Department relating to and involving patents, inventions, 
and other forms of intellectual property resulting from the 
Department's billion-and-a-half dollar annual research and develop- 
ment program. He also advises the Veterans' Administration and 
the Agency for International Development on an ad hoc basis. He 
attended public schools in Chicago and received his' Bachelor of 
Science and J.D. in Law*from the University of Illinois. He 
is a member of the Illinois Bar and Registered Patent Attorney 
in the United States Patent Office. He currently serves on the 
Executive Subcommittee of the Federal Council for Science and 
Technology, and Chairman of 'the Subcommittee on University Patent 
Policy. He served recently on. the ititeragency committees which 
drafted the new patent section for the Federal Procurement 
Regulations and the GSA Patent Licensing Regulations; he also 
served. on the Patent Task Force advising the Commission on Govern- 
ment Procurement. Formerly he had been Patent Counsel to the 
National Institutes of Healthy served on the Staff, Judge Advocate 
of Llie Air Force Systems Command, Washington, D.C.; was Assistant 
to the Chief Patent Advisor, Army Ordinance TankvAutomptiv^ C^nmand 
Detroit Arsenal, Warren, Mich.; and was a Patent^ Examiner in the 
United States Patent Office. 

WILLARD MARCY ^ ^ ' 

Willed Marcy has been Vice President, Patents, for the Research 
Corporation since 1967. A native of Massachusetts, he received 
his S.B. in chemistry and chemical engineering from Massachusetts 
Institute of Tecffnology and a Ph.D. in Organic Chemistry. 

He joined Research Coipp. in 196^ as Director qf Patent Programs, 
after holding various responsible posts with the American Sugar 
Refining Company. He served as a Major with the Chemical Warfare 
Service in 1942-46. He is affiliated with the AAAS, American 
Chemical Society, the Institute for Chemical Engineering, the 
Food Technology Institute, the Society of Chemical Industry, and 
New York Academy of Science. 
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CLARENCE W. MARTIN 

C. 'W. Martin is Director, Division oir P^ent and Product Development, 
. at the University of Utah". Born in Texas, he received his under- 
graduate training at the University of California at Berkeley. After 
an extensive career in industrial patents management, he joined the 
University of Utah in 1968. 

' ' CLARK McCartney 

Clark McCartney is Director and Patent Administrator, Department 
of Grants and Contracts at the University of Southern California. 
A native of California, he received his undergraduate training^ 
at Harvard, and his Law degree from the University of California 
at Berkeley. He is currently president ,of the National Council 
of University Research Administrators and is a member of the 
Committee on Governmental Relations of NACUBO. 

ALLEN MOORE * " 

* Allen Moore is the Director of the Office of Research Administra- 

tion for Case Westerp, Reserve University. A native- of Texas, he 
received a B.A. in Chemistry from the University of Texas and 
an M.A. and a Ph.D. in organic chemistry from the University of 
Illinois at Urbana. ' ^ ' 

He maintains affiliation with the AAAS, the National Council of 
University Research Administrators, and the Society of Research 
Administrators. 

MARK OWENS 

Mark Owens is Assistant Vice President and Director of Business 
Affairs for the Univeirsity of California.' He received his^B.A.^ 
in Political Science and a J.D. from the University of California. 

'He has been active in COGR (NACUBO) and is currently serving on 
the patent sub-committee. He is associated with the California 
State- Bar, Phi Alpha Delta Law Fraternity, Order of the Coif, 

* member >of the Board of Trustees, San Francisco Law School, Dean 
and Faculty Member, -San Francisco Law School, Licensing Executives 

/Society, and is currently Chairman of Water Advisory Commission, 
Pleasant Hills, California. " ' " 

LLOYD D. PATTERSON , ' - \ 

Lloyd Patterson for the past seven years has been Vice President 
of Dr. Dvorkovitz S Associates, Ormond Beach, Florida. A native 
of Illinois, he did undergraduate work in biological science and 
holds a degree in prosthetic dentistry. .He is an active member of 
Sigma Xi, the Scientific Research Society of North America, and 
the Licensing' Executive Society. 
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NIELS J. .REIMERS 



Niels Reimers is Manager of Technology Licensing, at Stanford 
University, haying established this program. at the University 
in 1970. He holds B.A. and B.S. degrees in Mechanical Engineering 
from Oregon State Unive,rsity. He came to Stanford from an 
extensive background in industry. He is currently affiliated 
as a trustee of the Licensing Executives Society. 

ALLEN PERRY ROSENBERG 

Ailen Rosenberg is Senior Project Specialist, Office of Research 
and Project Administration for the University of Rochester. He 
was bom in Philadelphia and holds a B.S. in Pharmacy and a Law 
Degree from Temple University. He was active on the COGR 
(NACUBO) Patent, Trademark, and Copyright sub-committee that 
produced the booklet "Patents at Colleges and Universities" 
earlier in 1974. ^ ^ 

He is a member of the Bar, Indiana, New York and Penrisylvat^ia; 
a member of Philadelphia, Pennsylvania and Monroe County Bar 
Association; and a member of the National Association of College 
and University Attorneys. 

T. L. STAM 

T. L. Stam is Patent Officer for the California Institute of 
Technology and Executiv^e Secretary for the California Institute 
Research Foundation. He received a B.S. in Engineering and a _ 
B^acheloi? .of Law from George Washington University. He is a o 
member of the COGR (NACUBO) Patent, Trademark, and Copyright 
sub-committee that produced the booklet "Patents at Colleges and 
Universities" earlier in 1974. He is' also affiliated Kith the 
American Patent Law Association, the Licensing Executive Society, 
and th^ National Association of College and University Attorneys. 
He is licensed as a member of the District of Columbia Bar and is 
a registered Pajbent Attorney. 

WALLACE TREIBEL 

Wallace Treibel is Governmental Fiscal Relations and the Patent • 
Officer for the. University of Washington. A native of Washington 
State, he received his ^undergraduate training in accounting at the 
University of Washington. His past affiliations with the University 
of .Washington have been Coordinator ol^ Veteran's Division? Business 
Manager, Adult Education? Research Accounting Officer and Director 
of the Office of Grant and Contract Services. 

He is a member of the COGR (NACUBO) Patent,' Trademark, and Copyright, 
sub-committee that produced. the booklet "Patents at Colleges and 
- Universities" earlier in 1974. . <' 

« * 
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BETSY ANCKER-JOHNSON 



Dr. Ancker-Johnson is Assistant Secretary, Office of Science and 
Technology., U. S. Department of Commerce. Bom in St. Louis, 
Missouri, she received her undergraduate training in physics at 
Wellesley College. Her doctoral studies in physics were completed 
at Tuebingen University in Germany. She had >had extensive experience 
in teaching, industrial research, and executive management prior to 
joining the Government in 1973. 

Her professional activities include the authorship/of over 60 
scientific papers 'and the holding of several patents, issued or 
pending. She has. served as a* referee for Physical Review Letters , 
Physical Review, Applied Physics Letters, Journal of Applied Physics, 
Proceedings I.E.E.E., Electron Device Transactions,, and an advisor to 
the National Science Foundation, and the National Research Council. 
She was a member of the National Advisory Committee on the U.b.b.K. 
and Eastern Europe of the Office of the. Foreign Secretary, National 
Academy of Sciences. In the American Physical Society, m addition to 
serving as a Councillor^at -large, she has been a member of the 
Executive Committee, the Committee on Women in Physics, and the, 
Committee on Minorities. Other affiliations inclvide membership on ^ 
the National Advisosy Committee on Oceans and Atmosphere and Partici- 
pation as a regional panelist Sn the President's Commission on White 
' Hous'' Fellows. She is a member of Sigma Xi and Phi Beta Kappa. 
Dr. Ancker-Johnson is a trustee of Wellesley College and has been an 
invited, lecturer at Ohio State University and before the New York 
Academy of Science. 
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APPENDIX C 
UNIVERSITY PATEMT POLICY QUESTIONNAIRE 



\7hat.-officc and/or university official has responsibility for 
administering your patent policy? . , . 



How is the decision made on \rtiether to obtain a patent? 

. Faculty Patent Committee 

By outside consulting firm (such as Battelle or Research 

^ Corporation) 

■ By University Patent Administrator 

What University Rank? . ^ 



By Professional Patent Promotion Consultant 
Othet' ^ " 



How is thej patent program staffed within the university and 
what percentage of time does each devote to the j)rogram? 
(Use "professional" categories, e.g. engineer, lai;yer, 
secretary, etc.) 



What type of firms outside the university are used in the patent 
application program (e.g. patent attorneys)? 



Which outside firms does youx institution use to promote patents 
and Inventions? . " ^ 

. Raatarch Corporation 

Batelle 



^Hane 



6* a) Number of Disclosures processed per year \ . 

b) * Number of Patent Applications filed each year / 

c) Number of licenses processed per year 

7* How are the expenses incurred in the UndLvejrsity Patent 
Program covered? (percentages) ^ 

^ ' From Royalties 

As an indirect cost item 

As a direct contribution from the University 

* Other / ^ 

— ; - ^ ^ 1 r- 

8» a) (Optional) What is the estimated annual cost of administering 
the tmivcrslty's Patent Program? 

b) (Optional) What is the approximate royalty Income to the 
University from'patents and^ inventions? ' 

c) (Optional) What is the average percentage of in-house 
development? - - 

o 

9* Is your institution interested In reviewing the results of 
this survey? Yes ^ No 



Name and title of official 
responding to questionnaire 



Please return to: 
Dr. ^Earl J. Frelse 

Office of Research & Sponsored Programs 
Northwestern University 
633 Clark Street 
Evanston, Illinois 6020L 
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SAliPLE TmCAL LICENSE INCORPORATING Nil! AGRBEt'ENT 

APPENDIX D 

LICENSE AGREEMENT 

' AGRtEyir-T made this day of , 1972^ between TJIE 

REGENTS O? THE UNIVERSITY OF MICHIGAN (hereinafter rof erred to as 
"LICEKSCK") Khose principal office is located at Ann Arbor, Michigan, 

(hereinafter referred to as "LICENSEE") 



a corporation organized and existing under the laws of 
a place of business at 



, having 



WITNESSETH THAT: k 

" WHEREAS,. LICENSOR is the owner of S, Patent Application Serial 
No* *, filed* * f relating to certain 

compounds useful, in medical diagnosis; and 

WHEREAS, the United States Government, through its Department of 
.Health, Education and Welfare, has provided monetary support for the 
work which led to the Invention disclosed and claimed in said Patent 
Application; and • - ^ 

v;HEREAS, LICENSEE desires a license to manufacture, sell and use 
••Licensed Product" as defined hereinafter, and LICENSOR is willing to 
grnr\t; such license under the terras and conditions, hereinafter stated; 

NOW, THEREFORE, in consideration of the above premises and the 
covenants cont lined herein, the peurties hereto agree as follows: 

Article 1 - Definitions 

The follc^ing terms, as used in this Agreement, unless the context 

cloui'ly indicates to the contrary, shall have the meanings set forth 

- t 

in this Article: 

a) The term "Licensed Patent Rights" shall mean any patent issuing 
on U, S. Patent Application, Serial No. filed , any 

divisions, continuations, continuations-in-part and foreign counterparts 
of thii sajT.e, as well as any other patents relating to compounds owned or 
controlled by LICENSOR which are based pn inventions made withing three 
(3) yotirs of the date of this Agreement. 

♦ 

h) The term "Licensed Products" shall mean any products claimed 
in thi; Licensed Patent Rights or whose manufacture or use is covered by 
claims in the Licensed Patent Rights. 



NOTE: 

iNDiCATi::-: 

NiH 
SPONSORSHl 
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c) The term^'^Liconsed Territory" shall mean: the United States 
and other countries in which there exist any Licensed Patent Rights. 

d) The term "Net Procees of Sales" means the gross sales of 
Licensed Product sold pursuant to this license less allowances to 
customers for spoiled, damaged, outdated and returned goods and the 
amounts of discounts, transportation charges and all sales and excise 
taxes or duties paid, absorbed or allowed together with all other al- 
lowances and adjustments actually credited to customers, directly or 
indirectly. No royalties shall be payable on sales between LICENSEE 
and its Affiliates. 

•e) The term "Affiliate" means: (i) any business entity whj.ch 
LICENSEE shall own or control, or which shall own or control LICENSEE, 
or which shall be under common ownership or control with LICENSEE; and 
(ii) a business entity, licensed by LICENSEE to sell licensed Products 
under the • label. 

f) The term "Exclusive Period" shall mean, with respect to any 
country within the Licensed Territory,' the period of time during which 
no licensed Product is', in fact, marketed or otherwise supplied in such 
country by others than LICENSEE, its Affiliates and/or its sublicensees. 

Article II - Grant of Licenses 

Subject to the terms and conditions hereinafter set forth, LICENSOR 
hcroby grants to LICENSEE and its Affiliates: 

a) A right and license under the Licensed Patents to manufacture 
and/or sell the Licensed Products in the Licensed Territory, said right 
and License to be exclusive, as to each country within the Licensed 
Territory, for a period to be negotiated but in any event not less than 
five (5) years from the date of the first commercial sale of a Licensed 
Product in that country by LICENSEE, its Affiliates or its sublicensee. 
The right and license thus conveyed shall include the right to sublicense 
othors, and to prosecute, at LICENSEE'S own expense, infringers of the 
Licensed Patents. 

b) No license is granted by this Agreement, either expressly or by 
implication under any patent rights owned or controlled by LICENSOR, ex- 
cept as provided herein. 
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Article III - Royalty 

a) At the times and in the manner set forth hereinafter, LICENSEE 
or its Affiliates shall pay to LICENSOR in United States funds, five 
percent (5%) of LICENSEE'S arid its Affiliates Net Proceeds from Sales 
of Licensed Products manufactured and/or sold in a Licensed Territory 
during the Exclusive Period and two percent (2%)^ of LICENSEE'S and its 
Affiliates Net Proceed from Sales of Licensed Products outside the Ex- 
clusive Period for the term of this Agreement. 

b) If LICENSEE sublicenses another firm, then LICENSEE shall pay 
LICENSOR one-fourth (1/4) of any royalties ireceived by LICENSEE from 
such sublicensees* 

c) In the event'and for so long as LICENSEE'S or its Affiliates' 
sale of Licensed Product under this Agreement reasonably requires that 
LICENSEE or its Affiliates become licensed under the patent of a third 
party, LICENSEE and its Affiliates shall be entitled to deduct the ^amount 
of any royalties paid or payable under such license frOm payments then or 
thereafter due to LICENSOR under this Agreement, 

cl) If LICENSOR hereafter grants rights to another in a country of 
the Licensed Territory on terms or at a royalty rate more favorable than 
the terms or royalty rate given LICENSEE or its Affiliate under this 
Arjreoinent, LICENSOR shall promptly notify LICENSEE, and LICENSEE and its 
AfrllLiates shall be entitled to the benefit of such more favorable terms 
or rates as to said country,, commencing at the same time they are avail- 
able to such other party. 

Article IV - Reports and Records 

a) LICENSEE or its Affiliates shall render to LICENSOR within 
sixty (60) days afteri the end of each calendar quatrter a written account 
of aJl sales of Licensed Products made by it and its Affiliates during 
aiiuh quarter, and shall simultaneously pay in United States dollars to 
LICKUyOR. the royalties due with respect to such sales under Articl ±11 
hereof • * 

b) LICENSEE and its Affiliates shall keep full, true and accurate 
books of accounts and other records containing all particulars which may 
be necessary properly to ascertain and verify the royalties payable by 
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them hereunder • Upon UICEHSOR's request, LIGENoSE and its Affiliates 
shall perinit an independent United States Certified Accountant selected 
by LICENSO^^ (except one to whom LICENSEE has some Reasonable objection) 
to have access during ordinary business ho.urs to such of LICENSEE • s -or 
its Affiliates' records as may be necessary to determine, in respect of 
any quarter year ending not more than two (2) years prior to the date of 
such request, the correctness of. any report and/or payment made under this 
Agreement. 

c) All royalty payments required to be made by LICENSEE and its 
Affiliates under this Agreement shall be determined in the national 
currency of the country where the sale on which the royalty is based was 
made, unless otherwise agreed to by the parties on a country-by -country 
basis* The royalty payments accruing on sales by LICENSEE or its Aff i- 
liates in any country shall then be converted to United States currency 
at the- rate ot exchange legally obtainable in each country on the date 
royalties are payable, and payment shall be made in United States dollars 
to the account. that LICENSOR indicates. Should the payment of the amount 
of royalty or the manner of payment provided in this Agreement be prevented 
ill aay country by Government regulation, LICENSOR agrees that LICE'NSEE or 
iLi, /vEfiliates can satisfy its obligations under this Agreement as to said 
country by paying the legally permitted amount of royalty in the legally 
permitted manner. 

Article V - Patents 

a) LICEI^SEE agrees that it will, at its own expense, prepare, file 
an..l i-^cosecute these patent applications relating to Licensed Products 

9 . * 

under which LICENSEE desires to be licensed, said patent applications to 
be «i:;r3igned to LICENSOR. 

Article VI - Duration and Termination 

a) This Agreement shall become effective upon the date hereinabove , 
written, and, unless.it is sooner terminated in accordance with any of the 
provisions herein,, it shall remain in full force and effect for the life 
of Licensed Patent. " 

** ^ 

b) LICENSEE may terminate this Agreement in its entirety, or on a 
patont-by-patent or country-by-country basis, by giving LICENSOR written 
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notico at -least three (3) months prior to such termination. 

c) In the event that either party defaults or 'breaches any of the 
provisions of this Agreement, the other party shall have the right to 
terminate this Agreement by giving written notice to the defaulting party, 
provided however, that if the sai^ -defaulting party cures said default 
or breach within sixty (60) days after said notice shall have been given 
this Agreement shall continue in full force and effect* The failure on 
the part of either of the parties hereto to exercise^ or enforce any right 
conferred upon it hereunder shall not be deemed to be a waiver of any such 
right nor operate to bar the exercise or enforcement thereof at any time 
or times thereafter. 

d) Upon the termination of this Agreement by LICENSOR for any cause 
LICENSEE may notify LICENSOR of the amount of Licensed Product LICENSEE 
then has on hand, and LICENSEE shall then have a license to sell that 
amount of Licensed Product, but no. more, provided LICENSEE shall pay the 
royalty thereon at the rate and at the time provided for. 

e) If duringthe term of the Agreement, LICENSEE shall become 
banl:cupt or insolvent or if the business of LICENSEE shall be placed in 
tilt: liaiuls of a receiver or trustee, whether by the voluntary act of 
LICI-:NSr:E or otherwise, this Agreement shall immediately terminate. 

f.) Termination of this Agreement for any cause shall not release 
either party from any obligations theretofore accrued. 

Article VII - Department of Health, Education and V7elfare NOTE: 
~^ 7 \ INCORPORATIIK 

it is the understanding of both parties that the licenses granted THE NIH 

' . AGREElMlT 

ler are subject to the conditions and requirements established by j^j,^ 

tht3 United States Department of Health, Education and Welfare annexed LICENSE. 

horel.o as Appendix A, and which are to be considered part of this Agreement. 

Article VIII - Law to Govern ^ 

This Agreement shall be interpreted according to the laws of the 
SLato.of 

Article * IX - Notices. • 

Notice hereunder shall be deemed sufficient if given by r^egistered 
mail, postage prepaid, and addressed to the party to receive such notice 
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at the address given above/ or such other address as may hereafter be 
designated by notice in writing. ^ ^ 

Article X — Assignment 

This Agreement shall be b4-ridiJ^g upon and inure to the benefit of 
the respective successors and assigns of the parties hereto. 

IN WiT>?ESS WHEREOF, the parties hereto have caused these presents 
to be executed in duplicate by their duly authorized officers as of the 
day and year first above written. 

THE REGENTS OF 

THE UNIVERSITY OF MICHIGAN 

^By 



APPENDIX D 

PATENT LICE^ISE AGRSSMEN'T 

_ LICE:ISE AGRSSMEMT effective as of riafch 1, 1973, 

oetwean Regents of THE UNIVERSITY OF MICHIGAN (hereinafter 

UNIVERSITY"),, whose address is Ann Arbor, Michigan 48104, 
and THE , SPORTEQ COMPANY, a Delaware corporation (hereinafter 

"SPORtEQ" ) , having a principal place of business at 225 Franklin 
Street, Boston, Massachusetts 02110, whereby it is agreed as 
follows: , 

1, Definitions 

(a) "Licensed Patent(s)" shall mean U, S. Patent No. 
3,462,763 and any reissues, extensions and renewals of same, 
and any Further Patents' which SPORTEQ elect to add to 
tills License* 

(b) "Further Patents" shall mean any Patent ov/ned or 

'OrZ: <:ontr:olled by ipiIVERSITY claiming an invention in protective 

IMITED 0. ' ^ 

rc£' helmets useful in the fields of football/ hockey, baseball, 

boKing, v^Gstling, rugby and lacrosse. 

io) "Licensed Product" shall mean any recreational helm 
Cell. Ling within the scope of any unexpired claim of a License 
Pal-.ont or the manufacture of which helmet involves the 
piractice of any unexpired claim of a Licensed Patent* 

(d) "Net Sales" shall mean total billings less any 
freight charges, taxes or discounts reflected on the invoice 
, and less returns and 'allowances,* 



UNIVERSITY hereby^. ,qr_ants to SPORIE Q a license under 
Lacensed Patents to make, have made for it, use and sell . 
Licensed Proliucts, v/hich license, shall be exclusive in the 
field of fQOtball, hockey, baseball, boxing, v/restling, 
rugby and lacir^^sse helmets. SPORTEQ shall have the right to sub 
license any controlled affiliate which accepts in v/riting 
the terms of this Agreement.. To the extent that tlae license 
is exclusive, SPORTEQ shall have the right to sue infringers, 
±o retain recoveries therefrom, and to grant Licenses in^ 
settlement of infringement suits upon such terms and conditions 
..c\n it may deem fit, provided that any prospectiye Licensee 
iindor this section is not controlled directly or ihdirectly 
1»V SPORTEQ . UNIVERSITY shall have the right to be represented 
by its own counsel at its ov/n expense in any litigation 
involving .Licensed Patents,* 

3. Royalties 

For the License granted SPORTEQ agrees to pay a royalty 
ot 5% of Wet Sales of Licensed Products sold as football or 
hockey helmets. The royalty rate on Licensed Products other 
than football and hockey helmets shall be 2%. , 
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SPORTEQ also agroes to pay U:n'IVERSI.TY, upon execution 
of this Agtceinsnt the sum of $20,000* Unless additional 
payments of $2i3^, 000. .each. .are_made_on_J.une_l_and_S.epiemb.er.^l., 
^ 1973, this Agreem.ent may at the option of UinVERSITY be 
terminated hy v/ritten notice. 

4 . - Repor£s-^and Payments 

VJithln 30 days after the end of each calendar quarter, 
SPORTEQ shall submit 'to UNIVERSITY a v;rittea report setting 
forth the Net 'Sales of Licensed Products sold during said 
quarter accompanied by payment for the royalties accrued 
in such quarter SPORTEQ shall also remit to W^IVERSITY 
402 of any royalties received in said quarter from sub- 
U.censees not controlled by SPORtEQ. 

SPORTEQ shall retain and require its sublicensees to 
retain records relating, to the sale of Licensed Products 
(<:>): at least two years for inspection by UNIVERSITY'S 
tMorcGontatives at all reasonable times for the sold pur- , 
l^«o';.j of verifying SPORTEQ'S reports and payments under this. 
Agreement. . ^ - 



228' 



5. Ownership and Fo.rthar Patents 

UNIVERSITY represents and warrants that i'c is the owner 
ot Licensed Patents and has the right to grant this License. 
"^"^^NIVERSI further represents and warrants -that i-t i-s not 

aware of any patent other than a Licensed Patent which would 
be infringed by the manufacture/ use or sale of any Licensed 
Product. SPORTEQ may^ at its election, by written notice 
add to its agreement as a Licensed Patent any Further Patent 
owned -or controlled by UNIVERSITY, without any increase in 

# 

the royalty specified in Section 3. Neither SPORTEQ nor any 

\- " ' . 

controlled subsidiary of SPORTEQ nor any oustom^r of either 

-shall have any liability with respect to any Further Patent 

owned or controlled by UNIVERSITY until and unless UNIVERSITY 

. Mhall have given SPORTEQ written notice of such Patent and 

SPORTEQ shall have failed to add such Patent as a Licensed 

Ptihent within 90 day's after such' written notice. 

.(,. I nfringement " * ■ • » 

In the event of any litigation against SPORJEQ .o^ any 
■controlled affiliate of SPORTEQ , based upon a' claim that 
•a Licensed Product infringes any claim of a patent owned 
by a third party, which claim is supported by the disclosure 
of any Licensed Patent, during the period of such litigatidh 
SPORTEQ nky~ withhold any royalties due UNIVERSITY hereunder 
or other* payments which may be required to preserve the 
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character of the License herein granted and apply the 3a*:ie 
against attorneyG* fees, damages, costs and other out-of- — 
Docket exoenses incurred in such litigation, the balance of 

9 V 

any money so v/ithheld to be paid to UNIVERSITY not later' than 
90 days after the "-termination of such litigation. 



NOTE: , 

ASSURAiJCE 

THAT 

LICSNSSE 

WILL 

ACrr/SLY 

PURSUE 

THE 

.MAWFACTUHE. 



7. Terra 

(a) Unless sooner terminated, this License shall continue 

0 

in force until the date of expiration of the last to expire 
of Licensed Patents* . ^ ' 

(b) Either party may terminate this Agreement by breach 
by the other if such breach is not cured within 90 days, aft,er 
v/ritten notice thereof. 

(c) If SPORTEQ is not actively pursuing commercialization 
on the football helmet within 1 year from this date, L^JIVERSITY 
hia*/ terminate this license by written notice and SPORTEQ shall 
\u\vc no right to recover any money paid to UNIVERSITY. Criteria 
which- determine the seriousness, of Licensee's commercialization 
iiil.orcst v/ill be either a commitment for production tooling or 
\Au: continuance of an actively funded R&D program* 

n. Assignment 

This Agreement may be assigned by SPORTEQ to any successor 
in interest to its business in Licensed Products. 
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9. Notices 

Any notice given under this Agreement shall be considered 
sufficient if sent by certified mail, return receipt ;i:equestedr 
to the address specified in the preamble of this Agreement 
or to such other address as^may be specified from time to 
.time by the parties. - , 230 ^ 



This Agrcenenfe sliall be deemed to have been riagotiated^ nade 
and perfortnad in Hichigan, It shall therefore be .construed, intei 
preted and the respective rights of the parties hereto shall be 
determined and enforced in acpordance with Michigan law. 

IN Ij^JTNESS vniEREOF, the parties hereto have caused, this 
instrument to be executed by their representative duly authorized 
officers on the dates indicated. 



* 5 
•t 
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APPENDIX E 

A SHORT BIBLIOGRAPHY OF SIGNIFICANT PUBLICATIONS 



(1) Pa,tents at Colleges and Universities , by the Committee on Governmental 
Relations NACUBO (1974)- Copies are available on request from the 
Committee on Governmental Relations, NACUBO, One DuPont Circle (Suite 510), 
Washington, C- 20036- ^ . - 

A publication designed to present guidelines to aid institutions in 
formulating patent policies. 
♦ ' 

(2) Handbook of College and University Administration - Academic (Volume 2), 
prepared by Asa S. Knowles and is available from McGraw-Hill Book Company. 

Pages 105-127 of this volume deal with guidelines to aid institutions in 
their formulation of patent policies. I to also presents a basis or rationale 
for the policy's existence. * ^ . . 

(3) What to Do in Case of an Invention , prepared by the Division of Industrial 
DeveloRpent and Research of the University of Utah. 

An outline of what steps the inventor should take In the Initiation of the 
patent process. 

(4) Patents and the University Inventor , prepared by Research Corporation,^ 
405 Lexington Avenue, New^York, New York 10017. ^ 

Summarizes for the inventor the value of the patent process and the relation- 
ship that should exist between patents and publications. 

(5) General Information Concerning Patents , U. S. Department of Commerce, 
Patent Office. Available from the Superintendent of Documents, U. S. 
Government Printing Office, Washington, D. C. 20402.- 

A brief introduction to the subject including how the Patent Office works, 
what ap'plicants must do, and a» definition of patents, copyrights, and 
.trademarks. 

* -# 

(6) Patents and Inventions: An Information Aid for Inventors , U. S. Department 
of Commerce, Patent Of f ice. Available from the Superintendent of Documents^ 
U. S. Government Printing Of^fice, Washiggton, D. C. 20402. 

. . A step-by-step guide to help the inventor decide whether to apply for a 

patent, (low to obtain patent protection, and how to promote his Invention. 

, (7) A Primer of U. S. Patent Law , written by William J. Mase and published In 
. The. Resource (May, 1 97 1 No. 6). Available from Battel le Development 
Corporation. 

Provides the reader with a general framework from which the patent process 
develops. It also develops some basic criteria for the identification and 
evaluation of possible Inventions. 

♦ 
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Evaluating and Patenting Faculty Inventions , prepared by Research Corporation, 
405 Lexington Avenue, New York, New York 10017. 

Develops various topics which should be considered in patent evaluations. 
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